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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


WEDNESDAY, SEPTEMBER 23, 1953 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
The committee met at 9:15 a. m., pursuant to adjournment, in 
b14, United States Courthouse, Seattle, Wash., Senator George 
Malone (chairman) presiding. 
Present: Jerome Alderman, chief counsel for the subcommittee, 


4 ree Holderer, subcommittee staff engl eer, Thomas IF. ily nn, JT. 
ymmittee assistant counsel, and Richard G. Sinclair, subcommittee 
untant. 


The CuarMan. The meeting will be in order. 
Chis hearing has oe alled for the purpose of carrying out Senate 
It ition 145, Ist sion, 83d Congress. (See appendix. ) ‘| 
resolution directs he Paterton and Insular Affairs Committee to cor 
an investigation and to study the accessibility of critical raw 
ae to the United States during time of war, also to assure thi 
ilitv of supp lies of such eritical raw materials adequate for 
en economy and the sec ‘urity of the United States. 
\f this point, I would like to pl: we in the record a list of strategic 
mtrol materials. It will appear in the appendix at page 796 


STOCKPILE ACT 


Pubhie Law 520 which is popularly known as the Stockpile Act 

passed by Congress on July 23, 1946. The intent of the Congress 

the enactment of this legislation was to build up a reserve of stra- 

tegic and critical materials sufficient to tide this country over in case 
f an emergency. 

This act particularly provided “that the natural resources of the 
United States in certain strategic and eritical materials being de- 
ent or insufficiently developed to supply the industrial, military, 

other needs of the country for common defense, that it is the 

v of Congress and the purpose and intent of this act to provide 
na acquisition and retention of stocks of these materials, and to 
encourage the conservation and de ‘velopment of sources of these ma 

als within the United States, and thereby decrease and prevent 
wherever possible the ds wngerous and cos tly de spe nde nce of the United 
States upon foreign nations for the supplies of these materials in the 
time of national emergency. 


“BUY AMERICAN ACT” CIRCUMVENTION 


The act further provided that we “Buy American.” My attention 

s been called to the fact that despite the congressional mandate to 
a American it was circumvented by edict of President Truman 
when he signed the Stockpile Act. 
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When President Truman approved the Stockpile Act he issue 
statement in which he said that it was only because of the overriding 
importance of the act that he was able to overcome his reluctance 


signing a bill with the “Buy American” act provision. He pointed out 
that there can be exceptions to the rule in “Buy American” and he 
enunciated a policy to circumvent the “Buy American Act” in thi 
following words: “This provision clearly indicates that the st 
piling program should not be used asa means of general subsidizat ( 
to those domestic producers who otherwise could not compete 

sfully with other domestic or foreign producers.” Further that 
“It is the policy of this Government to work for international act 
io re duce trade barriers.” 

ECONOMIC APPROACH TO WEAKEN NATION 

The committee intends to examine into the background and the 
origin of the police, vy followed by President Truman as well as to sti 
the effect that it had on our security and development of the domesti: 
sources for strategic materials. Iam certain that President Truman 


was not aware that his policy originated in the minds of people w 
did not have the best interests of the United States at heart. 

There have been two approaches to defeat our Nation. One 
political which is being investigated by several committees in the 
House and the Senate, and the sec ‘ond 1 is economic. This has bee nt 
hi ore subtle. eee tes eee rete 

Studies made by the committee staff indicate that certain known 
subversive elements in the Government, in high places in the Treasury 
Department and othe 1" agencies, originated the erroneous theory tl 
the United States isa have-not nation. It was their plan and project 
to make the United States de} ye ndent upon fore} 1gn sources of supp ly 
which in time of war would ft ail us and make us vulnerable and de 
fenseless. Informed expe rts have stated that it would take our de 
mestic raw material sources 3 to 5 years to come into production, a 
by that time the war may well be lost. 

These ele ‘me nts have succeeded in p anting in the minds of most of 
the people ne United States the widespread publicity and w 
he nid ar assistance of well-meaning ill-informed persons that o 
natural resources have been exhausted, that we must obtain our st 
tegic materials from across the oceans, that we must aid and assist 
foreign exploration and expansion of the production of raw material! 
abroad, that we should discourage domestic production and explo! \ 
tion for new ore bodies and sources of strategic and critical material 


f 


t 


J 


IMPOSSIBILITY TO GET CRITICAL MATERIALS FROM ABROAD IN TIME OF WAR 


Well-known and authoritative experts agree that in time of war it 
will be almost impossible, or at the best so costly in ships and men as to 
make it prohibitive, to ship strategic, critical, and essential material 
for war across either major ocean from Europe, the Mediterranean, 
Africa, the Far and Near East, and Australia. Well-known strate 
gists and tacticians contend that sources for strategic materials 
these areas will be denied to us because they are within e asy bombing 
range of our principal potential enemy, the U.S. S. R., and its satel 
lites. Another consideration is that some nations who are present) 
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ourees ot our supplies of critical materials e ther through fear or 
cal reasons may decide to curb our supply of these vital ma 


STOCKPILE OPERATIONS 


Staff studies have meena: to the committee that there has been a 
plicity of agencies engaged in the stoc ky ling oper: itions and 
approximately 54 agenc 1e Ss were involve | in Some Wi ay Ih Stax k 
o activities. 

It is my understanding that the Defense Materials Procurement 

and the Emergency Procurement Service of the General Serv- 


\dministration were principally responsible for the development 
expansion of strategic and critical material reserves and the pro- 
ment and storage of material for stockpile. This committee will 


ly stockpile levels and what obstacles have been encountered by 
purchasing people and how they have been frustrated in reaching 
objective and the general efficiency of the operation. I have been 
turbed by reports of operations of the International Materials Con- 
ce which have had a serious effect on our stoe kpiling and I am 
ularly concerned over reports of diversions aa withdrawals 
1 the stockpile. I have heard that allocations to the stockpile were 
ed by the diversion of cobalt, copper, fluorspar, nickel, tungsten, 
| zine valued at $149 million. 
CKPILE INTERFERENCE BY INTERNATIONAL MATERIALS CONFERENCI 
\ very significant article on this point appeared in the Mining 
| Engineering Journal of February 1952. It states that the In- 
itional Materials Conference Committee on copper, lead, and zine 
e recommended against stockpiling during the first quarter of 
2. because of current demands for defense needs. If these hearings 
velop that IMC did interfere in stockpile operations, then we will 
id further and separate hearings on the International Materials 
( ference 
[t is the intention of the chairman of this committe e to go into these 
tters and to fully investigate and study the accessibility of criti 
materials to the United States during the time of war and t 
ermine what has been done and what re mains to be done in the de 
ypment and expansion of critical raw materials in those areas that 
ll remain accessible in the time of an emergency. 
The CHarrMan. Now, we have today with us, the Honorable Tom 
M irtin, Members of Congress, who has wide experience in legislat ive 
ittters connected with industry and foreign trade. 
Congressman Martin, will you give us the benefit of your statement 
s morning ? 
Representative Martin. Thank you very muc 
very pleased to. 
Che CHAIRMAN. Tom, would you identify yourself for the benefit 
f the record ? 
In addition I want to say that we are very appreciative of having 
i here this morning. We look forward to cooperating with you 
roughout the months ahead in arriving at a determination of the 
vailability of critical materials to the United States in time of war. 
The committee is directed to ascertain the availability of these 
ritical materials to the United States not only in time of war, but 





1, Senator, I would 
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also with re pect to the expanding economy and the security of our 
Nation. Many peop le believe that there is little — in hav 
the friendship of certain nations who own or control areas wher 
peacetime we can get certain materials such as the - e States for 
tin, Burma for tung ran . d certain African nations for ot] el 
terials, if in time of war, the lines of transportation would be el 

If you will just proceed to give us the benefit of your experience 


knowledge in this field, we would be very appreciative 


STATEMENT OF REPRESENTATIVE THOMAS E. MARTIN 


Representative Martin. My name is ‘Thomas E, Martin, Me: 
ot Congress, representing the First Lowa District. 

Prior tomy going to Congress I had served as an assistant professor 
of military cience and tacties at the Univer S1tY of lowa—that is ma 
years before I went to Congress. When I taught military sei 

d tacties, I gave special study to the essentials of national cdefe) 
and in the course of that work I readily recognized that the ba 
materials needed for building of armaments and ammunition suppli 
were the beginning point of adequate nation il defense. 

a wasn’t the first to discover that point by any means. The h 
tor il] back me up on that. 

i might uggest that those who are interested in the recogniti 
of that point mn hist y might read de Tocqueville, the French 
torian. His writings on democracy in America in 1835 drew 1 
vorld’s attention to the fact that Russia and America were, prima 

by their differer ces in their temperaments and approach to Pove 
mental work. were destined to be at each other’s throats, : nd beea 
of their supplies of materials primarily, they were dential, each of 
them, = half the earth. 

That background explains why I, as a Representative of a cor 
hog district, started | oking about the problems of preparedne 
mediately upon my going into Congress in 1939. 

[ was assigned to the Committee on Military Affairs. I found the 
was no law recognizing the importance of the mining industry 
of the stockpile of strategic and critical materials on our book 
there never had been a law of that kind. 

Che first task T undertook in starting my service in the Committ 
on Military Affairs in January 1939, was to work for the enactment 
of such a law. 

Prior ‘ my going to Congress, a Congressman from Dimi Yo ara 
by the name o PF: Ni ‘ had such a bill for Congress for : bout t yeal 
We took up * laddis bill early in 1939 and from it and prea simil 
bills, we developed Publie Law 117 of the T6th Congress which W 
enacted into law along in May of 1939. 

Because of my study in connection with the bill, I was placed on t] 
committee on conference between the House and Senate, notwithsta1 
ing the fact that it was the first 3 months of my service in Congr 

So I know from that hoa study ie well what went into the 
first Stockpile Act. I recall that IT signed the minority committ 
report in connection with Public Case 117. It was the first 
minority report that I had signed in my congressional service. The 
point in dispute as between the majority party which was then tl 
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Democratic Party, and the Republican Party representatives on that 
iittee Was whether or not the “8 ly \meri un” « lause hould Oo 
Public Law 117. 

\ ¢ fought that out at oreat leneth in the committee on conference 
we ieceeded In getting a “Buy Amer un” clause into Publie 

Law 117 in 1939. 

lic Law 117 was avery mode { heginn I o of Stor kpiling, approx! 

S100 million of stockpile. That was, of course, rid ( ulously 

because in January to May 1939, we were on notice that the world 
rather troubl « although World War LI had hot yet started. 

[n February 1941, the Committee on Military Affairs realized that 

idministration ot Public 

e much progress. It was 


ceable and SO 1M} ortant 1 our judey 


ministrative agencies charged with the 
117 of the 76th Cor Cress had not mac 
ement, that we organized 

il Ive tigative committee ot which Mi add = Was the ( h LIT’- 


Iwasa member of that inve Stigating committee 


We went into the failure—made a study of the failure of stock 
under Public Law 117. 

We were challenged In no uncertain terms at the orgvanizatr of 
ommittee. Pres dent Roosevelt n idle his raMouUs speee h o1 our 


redness program emphasizing what we had on hand and on 
, whereas our complaint was that the materials were not on hand. 
e report of our committee eriticized the vidministration in 1941 
ot carrying out the spirit and intent of Public Law 117 of the 
Congres 
Now, Thies Il ask a question off the record ¢ 
The CoatrMan. Certainly. 
Representative Martin. Do you want me to put in this record any- 
o further on that? That is the background of Public Law 117. 
I don’t want this on the record unless you want it. 
The CHAIRMAN. We would like to have it if it will not be em 
rassing to you. 
Representative Martin. It won’t embarrass me at all. It might be 
barrassing to the Democrats, but it won’t embarrass me. It cost 
Democratic chairman of the special committee his job in ¢ ‘OngTress. 
[f you want that to go in the record, I can tell you what happened. 
Do you want that in the record ? 
Che CHatRMAN. It isin the record. 
Representative MARTIN. You ean put it l there. I don’t mil | 
this field, I fear no one. 
Che CHAIRMAN, I believe we are through fichting this thing with 
d cloves. 
We will face the issue, If we do not face the issue next year, 
it may be too late. 
Representative MARTIN. Then I will proceed. In the committee 
port of July 21, 1941, I prepared one paragraph that stated in 
neral—I do not have it before me and haven’t seen it for some 
time 
The CHAIRMAN, This was a special committee ? 
Representative Martin. This was a spec ial committee of the Con 
ttee on Military Affairs, appointed to investigate failure of. stock 
il ng under Public Law 117 of the 76th Congress which had beet 
icted into law approximately z years prior to this committee actio1 


n 1941, 
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Chis paragraph that I prepared, stated in effect that, “It seen 
us,’ the committee, “that the present national administration 
gone off the deep end in social reform and has forgotten all ab 
national defense.” 

That paragraph caused the defeat of Mr. Faddis, chairman of 
special committee, and it may be interesting to note how it caused 
defeat. 

Mr. Faddis represented the congressional district in south 
Pennsylvania—Washington, Pa., was his home. They redistricte 
Penns) ly ania to place Mr. Faddis over in the edge of ds Buell sSnyd 
district, long enough to hold the primary election in which J. B 
Snyder, running in his own district, defeated Mr. Faddis in 
primary. 

Immediately after that defeat, they again redistricted and pla 
the districts back the Way they were before that happened. ‘| 
ended Mr. Faddis’ career in Congress. He resigned from Cone? 
hi Dec mber 1942, and went to Africa as a colonel in the Reserve 

You can see from this situation, that feeling was rather inte 
that we had failed to get that stockpile program underway as a nat 
Phe stockpile legislation was weak. The needs of industry for w 
time operations were not met by the meager or small operation car! 
out under Public Law 117, as evidenced by the fact that the RF‘¢ 
took over the buying and acquiring of strategic and critical mater 
for industry for the war program. The military approach to 
had been con pletely inadequate. 

The RFC during World War II, expended approximately 
billion for strategie and critical materials. At the end of World W 
[I there was a considerable amount of those materials still within t 
jurisdiction of RFC. 

We, on the Military Affairs of the House and of the Senate, t! 
undertook to redevelop the stockpile legislation so that we might 
spared repeating the struggle we went through from 1939 to 
completion of World War II. 

Out of that was developed Public Law 520 of the 79th Congr 
signed into law, July 23, 1946. This law. Public Law 520, had 
original consideration in the Senate and it came to the Committee 
Military Affairs in the House for consideration after it had be: 
passed by the Senate. 

The CuarrmMan. That was in 1946? 

Represent itive Martin. In 1946. When the House committee Cor 
up consideration of that bill, we discovered a strange paragraph 
it—paragraph 10, which provides free trade for all stockpile purcha 

foreign ti ide. 

Well, we recognized the source of that—at least we thought we did, 
is coming from the State Department. On the House committee \ 
struck that section out of the bill. I will trace that one section ni 
before I go ahead with the rest of the bill. 

When that bill went to conference between the House and Senat 
it happened that Congressman Carl Durham, of North Carolina a 
I, were not senior enough on the Committee on Military Affairs to | 
appointed as conferees, notwithstanding the fact that I had bee 
conferee on the original bill No. 117 in 1939. When the bill cam 
back to the House floor from the conference, I learned of it just 
before it was to be acted on. I went to the House floor and heard it 
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: the chairman’s hands—that is, the chairman of the Committee 
Military Affairs. 

CuHamrMAN. The conference report ? 

presentative Martin. The conference report, that is right. The 
rence report was in his hands and the leaders were ready for its 
wal. 
| ent immediate sly to Andrew hae chairman of the committee on 
House floor and asked him if he had the conference — and 
cl he did. I said, oWw ill you lve mea chance to see t be fore 
ring it up?” He said, “It is already on the Speaker’s desk.” 
vent to the Speaker, Sam Rayburn, and asked him for it and I 
| immediately to see if section 10 was in that bill and it was back 

bill. I have always thought that was why Carl Durham and I 

it get on the conference committee, but section 10 providing for 

rade in stockpiling acquisition was back in the bill and I regis 

a very vigorous objection to Chairman Andrew May. 

ent to the Speaker and asked him to hold up consideration 0} 

e asked me to see other congressional leaders and apprise them 
vy desires in the matter, which I did, on both sides of the aisle. 

» outcome of about 20 minutes of rather strenuous work was that 

mmittee took back and asked for the reassionment of the con 

ce report to the conferees for further consideration. It was 
back and brought back to the House and the Senate without 
on 10 init. Then it passed into law. That is on the one point of 
f and the stockpile. 
e CHAIRMAN. Right at that point, and I don’t want to interrupt 
line of thought as I think it shows a trend. 
ere was an interpretation of a certain Executive order that when 
in materials are imported by the Government, that payment of 
tariff is not necessary. This substantiates the general suspicion 
an attempt has been made in almost every case to get congres 
| approval 
Representative Martin. Exactly, exactly. 
lhe CHatRMAN. Congress has never approved it ; have they ? 
Representative Martin. Not on stockpile legislation. 
my judgment it was not accidental that section 10, which pro 
for free trade as a matter of law in stoc kpile legislation, got 
k into that bill after we had thrown it out in our committee on 
—— il passage of the bill in the House of Representatives. 

, that is all I care to diseuss about the tariff provision. It is 
maa of the stockpile legislation, that is, that section providing 
free trade in stockpile acquisition in foreign commerce. 

‘ame very close to getting into the law and 15 minutes delay in 

that happened in June and you will find there are committee 
rts and conference committee reports bearing this out. I do not 
e them with me. I do not have my files with me; I am giving 
from memory. 

Che Cuatrman. I wonder if you would, at your convenience, fur 
the committee any reports bearing on this particular subject ? 
Representative Martin. I will be very glad to look through my 
s and see if I cannot get a copy of these reports. I do not have 
y many of them left. I have worked over them so many years that 
e them oceasionally. I will see if I can’t locate in my files some 
ies of them for you. 
39888—54—pt. 2——2 
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' le. is another section in Publ Law 520 that blocks the removal] 

iterials from the tdehipil le except by Lpproy il of Congre ray 

itive action by the President in a deelat d emerg ney. 

in Congress felt that it wa Important to protect the mining 
iwainst any sword of Damocles hangim 

pulation of materials in the stockprle. 


(‘HAIRMAN. But that loo} ole provided the me they ned d 


( 


r over Its head by th) 


1 that very thing? 

Representative Martin. No; the loophole did not apply to the re 

| f materials in the stockpile. The loophole got the same results 
owing them to channel the surplus material in other governm 

{ ( 0 ll d IStry rather t| ln INO thr Con kp le, 


CHamrMan. But it helped Indu try build a sto kp le of their 
' fepresentative Martin. Ye 

( HAIRMAN, ‘| hey could pure ha e these material und then ¢ rl} 

oose 1n the industries in this country 


fopresentative Martin. Exactly. Now, the thing I cannot ve 
| I do not know where I can get th L think it might be had 
i vo back to the record of the governm«e tal wency that | ra 
of materials and find out what ipply they cid have or 
bletotr instel nto the tockpile, that they iid not tra fer to 
nile. All L can ive VOu phe amo t thev aid WHel tot 
pile, between $400 million and $500 million n total value. a | 
ow that their total handling of strategic and critical minerals and 


rials in the period in which they opel ited m until the time t 
as passed in 1946, amounted to approximately $12 billion 
ill value. 
Now, there is another section | mentioned i moment ago, that once 
erials get into the stockpile they cannot be pull ed out of stock 
diverted to industry except by act of Congress or by approval O! 
on of the President person: ally. 
That was put in there to protect the mining industry from dumping 
| depressing the whole market for strategic and critical materials 
it has served a good purpose. There has been some use of stock 
» materials but in small amounts. 
\t the outbreak of the Korean wat hortly after the outbrea ik of 
Korean war, President Truman pulled 25,000 tons of copper out 
f the stockpile and called it a loan to be replaced. Well, not having 
lared war in Korea, I wan ited to have a ruling on whether a presi 
tially declared eme rgency was sufficient to justify that action and 
id qui ite a session with the White House about that point. 
First, it was explained to me that it was only a loan and my counter 
that was that a loan is equally devastating to ) the stockpile and my 
. of the stockpile was an insurance policy for an all out war and 
it it should not be touched e xcept in an all out eme rgency declared 
'v Congress, but I was overruled on that and I believe that the legal 
visers of the President developed proof that he acted within his 
wers in pulling 25,000 tons of copper out and loaning it to in- 
lustries, for repaying at some future date. Later on, 30,000 tons of 
opper were taken from the stockpile by the President and in this case 
they were turned over to industry w ithout any provision for repay 
ment. 
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The CHamman, At that point, Mr. Martin, I think it would be \ 
for the record to set out just what this Public Law 520 attempted | 
do to make up the deficiencies in insufficient development and »p 
duction of certain strategic and critical materials: (1) It required t 
acquisition or retention of stocks of strategic and critical minerals 
materials and (2) it was to encourage conservation and developm 
of the strategic and critical minerals and materials within the UW) 
States, and thereby decrease and prevent, if possible, dangerous and 
costly dependence of the United States on foreign nations for the 
supply of these materials in times of national emergency. (8) 1 
act further provides for the creation of an industry advisory ce 
mittee, designated by the Secretaries of War, Navy, and Department 
of Interior, to purchase and acquire those stockpiles. (4) The 

further provided for “Buy American” and the provisions apparently 
were 11 1 sup port of the deve lopme nt of domestic industry. 

Re present: itive Martrn. Absolutely. 

The CHamman. And in specific language it says: “To encoul 
conservation and development of resources of these strategic 
critical materials within the United States.” 

Re ‘presents itive Martin. That is right—it provided the “Buy Ame 
ican” protection. We took out the free-trade provisions. We pro 
vided that materials in the stockpile not be released except in dir 
emergency. 

It was our intent not to let the stockpile ever become a sword 
Damocles hanging over the mining industry. We wanted the transfe1 
of the governmental stockpile inventories over from the stockpile 1 
other agencies over to the stockpile. We did not want any viol 
inanipulations of Government-owned strategic and critical mater 
to depre the market or interfere with the maintenance of a he \ 
and vigorous mining industry and we recognized that the health and 
vigor of the mining: in lustry as paramount to the stockpile itself 

The Coarrman. Then this loophole, whie h you have just descril 
was Just a way of evading the spirit of the stoc kpile law ? 

Representative Marri, Exactly. 

The CHatrmMan. It went into indus try and broke the market. Hi. 
ever, you had closed all the loopholes comi ng out of the stock pil ie 

Representative Martin. They could not manipulate that way o1 
the materials got into the stock pl ile, therefore, they diverted the 
terials before the V vot into the stock pile by that loophole. 

The Cuatrmman. Except when the President called it a loan? T 
was of doubtful legality, although his own lawyer found Se could do 

Representative Marrin. They, I believe, acted within the law 
le, in my opinion, should not have been placed in Pub 
Law 520. I have ms: ny times recognized that loophole a as one ot 

in the writing of Public Law 520. 

‘HAIRMAN. Tor the benefit of the record, and I don’t want 
interrupt your trend of thought, but it was the spirit of the p 
adn won, a exemplified by the statement of the Presid 
when he ‘signed the Stockpile Act, that it was only because of t 
overrid ner qy portance of the act that he was able to overcome 
reluctance and sign the bill with the buy-American provision in 
President Truman pointed out that there could be exceptions to t 
rule of buy American. He enumerated this policy in the following 
words: “This provision clearly indicates’—the buy American pr 


the lo ryI ) 
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“the buy American provisions of the stockpiling program 
| not be used as a means of generally subsidizing those domestic 
ers who otherwise could not compete SUCCE fully with othe 
tic or foreign producers.” 

Ss very « lear that the United States should buy from the lowe 
bor producers, and not from the American producer. 
en he said: “The policy of this Government is to work for inter 
al action in reducing trade barriers,” meaning, of course re 
tariffs as ce veloped by the State Department, and he further 
“Encouragement of unnecessary domestic production and un 
fied preferential treatment of domestic producers destroys trade 
o undermines our national economic strength.” In other words, 
aying in so many words that you do not need a domestic industry 
ican secure your materials any place else in the world at a lower 


» you agree with that interpretation / 
presentative Marrin. With your interpretation of this message 
e President when he signed S. 752 into Public Law 520? I agree 


your interpretation of that very strongly. I have carried this 
ement with me on most occasions when I have discussed this stock- 
program. 
e CHatmrMan. I think it would be well if it were just submitted 
record, 
presentative Martin. The entire statement should go into the 
ng at this point, 
CHAIRMAN. It will be accepted as part of your testimony and 
n the record at this point. 
STATEMENT BY THE PRESIDENT IN APPROVING 8S. 752 
e today signed the Strategic and Critical Materials Stockpiling Act because 
mportant to the national interest that this Government have the power to 
e stockpiles 
s only because of the overriding importance of this purpose that I am able 
ercome my reluctance to signing a bill which reaffirms the application to 
e | urchases of the provisions of title III of the Act of March 3, 19383 (47 
1520), known as the Buy American Act. Those provisions will not only 
rially increase the cost of the proposed Sto kpiles but will tend to defeat 
mservation and strategic objectives of the bill by further depleting our 
y inadequate underground reserves of strategic materials. Furthermore, 
in be a serious conflict between those provisions and the foreign economic 
v which this Government is actively pursuing. It also seems to me that the 
cation of the Buy American Act may frequently hamper the effective 
vement of the essential purpose of the legislation which is to enlarge the 
of vital raw materials available within our borders in time of possible 
geney, 
he Buy American Act requires that only articles produced or manufactured 
materials originating in the United States shall be purchased for public 
Llowever, the act also provides that exceptions to this rule may be made 
buy American purchases are determined “to be inconsistent with the public 
rest or the cost to be unreasonable.” This provision clearly indicates that 
stockpiling program should not be used as a means of generally subsidizing 
e domestic producers who otherwise could not compete successfully with 
r domestic or foreign producers. Furthermore, to ensure that the necessary 
kpiles are accumulated as rapidly as deemed advisable and with a minimum 
to the publie, this act should not be used as a device to give domestic inter 
an advantage over foreign producers of strategic materials greater than 
t provided by the tariff laws 
is the policy of this Government to work for international action to reduce 
de barriers. We have proposed to other countries a set of principles govern- 


trade, and look forward to the successful conclusion of broad international 
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rangements embodying the essential principles of these proposals Pend 
the conclusion of such arrangements, it is the policy of this Government to a 
king measures that will raise barriers to trade or prejudice the objective 
he fortheoming discussions We are asking other countries to follow sir 


rhe United States is opposed to governmental policies fostering autarchy 


t 


selfia ell as for others. Encouragement of uneconomic domestic produ 


inj istified preferentia treatment of domestt producers destroys 


ond so undermines our national economic strength A large volume of sou 
based international trade is essential if we are to achieve prosperity i 
United States, build a durable structure of world economy and attain om 


of world peace and security. 


Representative Martin. This statement written and published 
of Public Law 520 on July 23, 1946, is ve 


revealing of the divergence of the President’s thinking from that 


the President on signing 
Congress. 

The second paragraph of that statement, discussing the Buy Aj 
can Act, was virtually an instruction to all subordinates to ignore the 
buy American provision written into the law. 

Now, that is the reason I wanted to eo back and pick up Pub 
Law 117. The first minority report I signed in Congress in the spring 
of 1939 was in opposition to the legislation leading up to 117 of the 
T6th Coneress because, it at that time, did not have the buy Ame} 
protection in there and as a result of our minority report, we got 
into that law, and we put it back into Public Law 520 of the 79 
Congress. 

The intent of Congress was clear from that long struggle and tha 
is the reason I gave you the details. It was a long struggle over 
period of years and through that our intent was definitely shoy 
there to strike out all reference to free trade as a matter of law and 
equally insisted on getting the buy American protection into t 
stockpile legislation. 

Those two points were very strongly maintained by Congr 
throughout and yet the President, in signing Public Law 520, mad 
statement that in my judgment was virtually an instruction to 
subordinates to j@nore the buy \merican prov iSsIOns. 

The Cuatrman. Now, Mr. Martin, would you say that the Pres 
dent’s statements may furnish the key to explaining the actions of the 
past administration ? 

Representative Martin. Exactly. 

The CHatrmMan. And its failure to carry out the intent of C 
OTess ; 

Representative Marvin. Exactly. 

The Cramman. To encourage domestic production of strateg 
and critical minerals and materials, and to endeavor to make the Unite 
states indepence it of foreign Sources of supply. 

That was the real directive of Congress, but the President rea 
nullified the entire law in ordering his Cabinet oflicers and their si 
ordinates to ignore it ? 

Representative Martin. Yes. This statement of the Presid 
will stand as a landmark, leading to that result and there was a very 
considerable drive to nullify the buy American provisions in the law 
In particular. This statement also shows clearly that placing of 
foreign trade above the health of the mining industry in America, and 
our struggle in Congress, as shown by the paragraph—I think it is 
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first paragraph of Public Law 520—was directly opposite in that 
oonized the lnportance of a healthy ana vigorous American 

g industry as paramount to the stor kp ie 

e CHamrMANn. Now, I want to ask you at this point. The buy 
in provision applies to American products generally, not only 

nerals and metals ¢ 

presentative Marvin. Yes, sir. 

| e CHAIRMAN. Hasn't there been a concerted effort from the be 
ng to ignore the Buy American Act in all purchases as well as 

ov production ¢ 

Representative Martin. In my opinion, yes. 1 do not have my 
ment supported at this point, however, with specific instances, 
| have observed that ana | observed also considerable effort 
ol) the President to bring about the repe il of the buy American 
Phe CHamman. Only recently the buy American clause was ignored 
e acceptance of foreign bids for generators or electrical equipment 
ertain power projects in this country. The bids of American 
panies were not accepted. 

Representative Martin. Well, that is my understanding through 
ling press reports only. I cannot testify on that of my ow! 
vledge. 
| CHAIRMAN. I used this particular instance in a debate on the 

Senate floor this summer. I only wanted to establish at this point 

there is general evasion of the intent of Congress in the Buy 

\merican Act; and there is a very widespread and prevalent fight 
epeal it. 

In other words, the whole temper of the past administration and 
to date, our own, I am sorry to say, is to treat foreign producers 
e same basis as our domestic producers, regardless of the wages 
lor the costs of production. 

Representative Martin. Yes, we know that is what they are actually 
ne to do from the record made to date. 

The CHATRMAN. Isn't that the fight which faces us in the next 
on of Congress ? 

Re presentative Martin. Yes, it certainly does and sooner or later 
ire goIng to have to face it head on. 

The Cuatrman. Aren’t we going to have to face that fight in 

January ¢ 
Representative Martin. I believe we are going to have to face that. 
The Cuamman. I want to ask you at this point, in 1934 the Con 
Press, long before you and I were in the Congress or 1n the Senate, 
ed the 1934 Trade Agreements Act, later referred to as the 
Ry iprocal Trade Act. 

We will make that act a part of the record at the beginning of our 
irings. The reporter will take a note of that statement. 
here is nothing about reciprocal trade in the 1934 Trade Acree 
ts Act—the words do not occur in it. However, the act did trans 
to the Executive the constitutional responsibility of Congress to 

esl tblish duties, imposts, and excises and regulate foreign commerce 
he President has a virtual power of attorney given him by Congress 
to make trade agreements. to lower tariffs, regardless of the effect of 
iny part of the Nation. Nothing was said about it in the act, but the 
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Executive and the State Department determine what is in 
national interest. 

If they think the national interest is better served by the import 
zine, pond, watches, crockery, the precision instruments, and any ot 
materials which can be produced at a lower cost in foreign nat 
they go heal and make these treaties, which they have done f 
vears. Short of repeal of the 1934 act. no act of Congress can afl 
these international agreements. 

In other words, their actions are not subject to check by Cong 
They are not agents of Congress, they are simply given com 
power to act. 

Now, in all the struggles you have had since you have been in ¢ 
gress to eas American industry a going concern and that applies 
cai to the mining industry but to all industries, do you believe tf 
Congress should reassert its constitutional responsibility of fixing 
duties, imposts, and excise, commonly called tariffs and import fe: 
through its agent the Tariff Commission, on some definite basis of 
fair and reasonable competition? Or do you believe we should e 
tinue the delegation of legislative power to the Executive to make 
reaties as he sees fit through his agent, the State Dx partment ¢ 

Representative Martin. The way the reciprocal trade agreem« 
have been drawn up in the years gone by with seriou Impact, adverse 
impact on American industry, 1s a very strong argument for 
return of that power to Congress, or at least the rewriting of 
legislation by Congress to protect against the wrecking of Ame 
industry. 

I have hoped 1 h years gone by that the consideration of Ame 
industry be placed No. 1 in importance, notwithstanding the Th 
Act, that the Trade Act itself would recognize American indust 

Now, in the field of strategic and critical materials and indust 
developme! t for preparedness to defend our Nation, I have been 
adamant in my objection to the intrusion of the reciprocal ti 
program 1 this field to the detriment of America 1 se lf sult le) 

[ have taken part in numerous discussions in the Committee 
Ways and Means in which I have taken them to task on met 
strategic and critical materials, and industrial items. One of 
oreatest battles or toughest battles was with regard to the Wat 
industry. It has resulted in the demobilization of our skilled labor 
supply on W hich we are dependent for the making of timing cle 
and other precision instruments, labor that testimony has shown wo 
take from 2 to 8 years to tr: ain, vel the makers of this watch I | 
been carrying for the past 30 or 35 years, a Howard watch ar 
topnotch timekeeper to this day, the makers of that watch for the | 
many vear have been making fishhooks. 

They are out of the watchmaking business, their skills are | 
Our pool of skilled labor has been cut down, to my opinion, to a d 
gerous level for our production in the making of timing devices 
precision instruments, in which field watchmakers are particulal 
adapted and clearly needed, 

Now, in that regard, I have had many battles with the trade offici: 
trade agreement officials throughout the years and if they ride roug 
shod over American industry just because they have that leew 
given them by Congress, then we should reexamine the legislation a 
rewrite it, in my opinion, to protect American sulf-suffici lency. 
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Now. I got into this whole field through emphasizing national 
a. | haven't made as oreat a study in other fields except that 
culture, but in national defense and agriculture I have had 
on to cross bats with the trade agreement officials many times 
know that there is one great agricultural item that is listed 

e strategic and critical category, and that is wool. You know 
has happened in wool over the years. ‘The American wool 
stry and production has been seriousl) harmed by trade policies. 

The CHAIRMAN. No one in his right n nind would vO into the sheep 
ess in this country, would he? 

Representative Marrin. What was that? 

e CHAIRMAN. I said, no one in his right mind would go into the 
») business in this country at this time ¢ 

Kepresentative Martin. No, the record shows that they are get 

r out of it, too, and we may be forced to rely upon long and dan 
us sea lanes for our wool supply in any future world war, and 
boys may go into this global defense program in the next war, if 
e is such a disaster, they may go in there with inadequate wool 

} plies for our own use. 

The CHaAtRMAN. Let me ask you at this point: You testified a mo 
t ago that if these trade agreement officials ignore American in 
ry in their reorganization of the industrial map, their power 
ike such agreements should be withdrawn and returned to Con 

where the C onstitution placed such power and responsibility in 
hrst mstance, 

Wouldnt you agree that they have ignored American industry? 


President Truman announced in his statement on the Stockpile 
the policy of this Government was to work for international 
on and to reduce trade barriers. In other words, the thinking 
the past administration was that encouragement of domestic pro 
ction and preferential treatment of domestic producers destroys 
le and undermines our national economic strength. Now, the 
tate Department for 20 years carried out that policy, isn’t that 
rrect ¢ 


Representative Martin. Yes, they have. 

The Cuamman. And the State Department tried to rearrange the 
istrial ms ap of this country ? 

Re presentative Martin. T hey *y have done that. 

he CHarrRMAN. Now, let me ask you a further question. If, as a 

iter of fact, the industrial map of the Nation needs reorganization, 

the State Department the proper agency to conduct such a reor 

nization ? 

Representative Martin. The State Department, of course, as the 

ternational agency dealing in international affairs most directly, 


uild carry out a good program and one that wouldn’t give rise to 
this question, but their action over the past 20 years has been so 








trimental to American interests on so many occasions that I could 
possibly subscribe to a program giving them the power to deter 
ie or formulate our trade policies. I would want the Congress 

have the power of review and exercise it. 

We recognize, of course, that the legislative body cannot meet many 

these problems with the speed and efficiency of the executive branch 

d that probably led to the writing of the trade laws, giving much 
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of that power or permitting much of that power to pass to the St 
Department. 

I cio not believe that it is necessary for the State Department to for 
get American interests in their carrying out or formulating trade 
policies, but they have forgotten America so often that we are 1 
between two fires: one, the taking back by Congress of the wl 


program; the other is revision of the program and limiting the pra 
tices that the State Department has followed to the detriment of 
American industry. 

We are in this position that we have to look to the executive bra 
for the sake of efficiency and speed In meeting quick problems tha 
arise that cannot always await congressional action. On the other 
hand, if we take the whole load back to Congress, we will have a pre 
lem that is a rather serious absorption of congressional time ay 
ible for the whole mass of problems that are under congressiona 
jurisdiction. 

Now, I would prefer, of course, a system that is neither extreny 
lL wouldn’t want to see Congress load itself with too much detailed 
responsibility in this field. On the other hand, I am vigorously 
opposed to the policies that have been followed by the State Depart 
ment to the detriment of American industry. 

I think our final result will be somewhere between the two, b 
certainly a watchdog action by the Congress is very effective and we 
can’t have that if Congress is willing to coast along. It has got to be 
a wideawake Congress ready to challenge these points that are cai 
ried out to the detriment of American industry. 

The CuHarrman. Let me ask you this question: You are aware that 
the Tariff Commission has full authority to review tariff problems 
of any particular industry or at the invitation of a congressional com 
mittee, the Executive, or the industry itself. However, the Tariff 
Commission, acting independently, is limited in its regulation of 
tariffs to raising or lowering tariffs 50 percent, just the same as the 
Interstate Commerce Commission can review freight rates on the basis 
of a reasonable return on investment. 

Now, that doesn’t involve any action of ¢ ‘ongress at all, 

Representative Marrin. No. 

The Crarrman. And the Tariff Commission is an agent of 
Congress. 

Now, all Congress would have to do is allow the 1934 Trade Agree 
ments Act to expire in June of 1954, then the responsibility aut 
matically reverts to the Tariff Commission. Under the present law 
the Commission has this jurisdiction independent of Congress | 
subject to any action of Congress. 

Then all Congress would have to do would be to give them f 
jurisdiction like the ICC has over freight rates—take the limit off 
the adjustment of flexible duties, import fees, or tariffs, whatever you 
want to call them, and merely provide that any action of the Tariff 
(‘ommission could be nullified by a joint resolution of Congre 
Congress should also lay down the criterion of fair and reasonab! 
competit ion as the basis of the adjustment of such rates. 

Don’t you believe that something of that nature would be mu 
better than turning the constitutional responsibility of Congress ove! 
to the Executive with no strings attached ? 
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Representative Martin. Yes. I think we could build the Tariff 
mission into a much more effective body and look to them as being 
onsible to Congress for their action and be the operating agency 
it development of trade policy more in accord with congresslou ul 


the CHAIRMAN. Che establishment of tariff rates on the basis of 
ind reasonable competition is adequate protection for Americat 
n the mineral field, in the watchmaking field, and in all other 
Such a basis would take cognizance of the fact that, as has 
testified here, our wages are often more per hour than the wages 
lay in other nations. 
When Congress establishes such a principle for the Tariff Com 
on to follow, any time this principle is ignored the Commission 
d have toe xp slain toa eolnenieniona! committee, just like the ICC 
n decisions would not be based as they are at the a nt time on 
apricious judgme nt of State Department officials, but would 
de ona principle established by law. 
Representative Martin. | believe we can work out a plan that 
ould be much more satisfactory to Congress, certainly, in the head 
off or avoiding these decisions that we learn all too late have 
n made and they have been made so often to the detriment of 
\merican interests. 
That applies especially with emphasis in the field of national de- 
ense and in the field of national defense, as 1 always maintain, we 


begin with the mining industry and the American mining industry 


the bulwark upon which an effective defense is built. 

Of course, that would be especially applicable to the mining In 
try and to all the other strategic and critical minerals and ma 
rial items listed in that list made up by the office in charge of our 
lministration of the stockpile law. That is very apropos to any 
sideration of our national defense and the stockpile program 

e administration of Public Law 520. 


lt applies with special force in that field, the need—I mean, som 
ed for revision of our a ion trade policy and ‘the control « It. 
| feel that we have got » place the emp yhasis on American ca 


elopment of strength Sahin our own boundaries. That is where 
e have fallen down between wars and in each instance in which 
have had an opportunity to fall down in America. 

Now, I have many instances of my own observation of the total 


failure of the Federal Government to build for emergeney in time. 


Mexican campaign, World War I, World War II, the Korea 
ir, all had the same pattern and the impact of the trade policies, 
e impact of the philosophy written here in this statement of the 


President in approving Public Law 520, explains why we have ap 


roached war without adequate preparedness. 
There is no field more determinative of our future security thar 
e field of strategic and critical minerals and materials and that 
eads, for the most part, to the mining industry and the health and 
gor of that mining industry, supplemented by a stockpile program. 
Now, there are 2 or 3 other points about that stockpile law that I 


would like to discuss briefly. One is failure of the executive br: anc th 
to carry out the stoe kpile law as to the size of the stoce kpile and the 
contents of the stoe kpile. 
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When we wrote Public 


STOCKPILING 


STRATEGIC 


AND 


Law 


in it providing for the acquisition rate. 
given number of years 


stoc ‘ky vile, 
sites. 


Afte 


rwe 


CRITICA 





MATERIALS 


520, originally we had another 


Sect 


We undertook to spell o 
5 years of acquisition to achieve 100 per 


At that time we estimated $600 million per year for 5 ye 


arrived at that figure, we realized that varied costs m 


make our limitations out of date in short order and we also recog) 


that the emergency might call for more rapid acquisition. 


So 


took that section out of the bill and left it a broad authorization y 


out ; 
Pub 


lic L 


iW 


anv effort to limit the amount. 


We did, however, adhere to the poliey v within our committee. 


and desire that the stockpile be acquired in 5 years’ time. 


We turned to the experts who appeared before us from the varion 


eovernmental agence ies 


as well 


require 


a dollars- 


and-cents ce iling oO 


the military officials in particular, but oth 
for a yardstick that would spell out the size of the stock p 
d, not in dollars and cents but in materials, rather than p 


We d 


* limit 


on the authorizations. 


veloped a yardstick to dideeintian ” size of the stockpile. 


l can only give it to you offhand, 
accurately, 


fairly 


but I believe I can give it to \ 
The yardstick we had in mind to measure the ex 


tent of our acquisitions was that quantity of any strategic or crit 
materials necessary to supply us in an emergency of 5 years’ duration 
and at a consumption rate equal to the maximum annual rate of co 
sumption that was our experience in World War II, from which quai 
the amount of that 
reasonably expect to produce within our own boundaries or wit! 


tity 


easily 


we 


were 


of time. 


The C 


HAIRMAN., 


to deduct 


accessible neighboring lands in that 


Let me ask you at that point: 
sity for the stockpile decrease with the growth of 
concern mining industry in this country ? 


material that we co 


Wouldn't the ne 


ability of these materials in the Western Hemisphere ? 


Representative Martin. 


Well, 


The 


(CHAIRMAN. 


then, 


Certainly, certainly. 
haven’t we come to the point whe 


1 


1} 


e 


i healthy gon 


And the i increasing ava 


uld 


You will find no such limitatioy 
20 because we took it out. 
We 


announced to all agencies charged with its administrs ation our belief 


e 


5-year emergency period 


or 


the policy enunciated by President Truman, that it was the policy of 


this Government to work for 


barriers, should be reversed ? 


Representative MARTIN. 
The CHAIRMAN. 
resolutions 


adopted 


Now. 
by 


then, 


That is almost essential, I should say. 
let me ask you this: 
the mining congress that 


You have he 


tariffs should 


regulated to protect the American standard of living and wages 
the mining indus try. 


Many 


Do you agree with those resolutions ? 


Representative MARTIN. 


The ¢ 


Representative MARTIN. 


that. 


The ¢ 


lieve, 


CHAIRMAN. 


“HAIRMAN, 


Yesterday 


That is true. 
The resolutions request that tariffs be so regulaté 
that the mining and other 


industries are protected ? 


Oh, 


absolutely. 


Absolutely 


we 


must 


several witnesses testified that they 
in accordance with the belie fs of many persons in other 


oo 


international action in reducing tra 


resolutions of a similar import are being 
adopted throughout the Nation by other industries. 
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_that the promotion of world trade should be on the basis of fair 
reasonable competition. This basis must comply with the prin- 

e that products of underpaid foreign labor should not be admitted 

s country on terms which endanger the living standards of the 
erican workman and farmer, or which would work serious injury 
| mestic industry. Do you believe in that principle? 

it presentative Martin. Yes, to protect our own standards, abso 

1 ately. 

Phe CHairMAN. Now, the witnesses yesterday went further than 
principle. They urged that the United States Congress resume 
constitutional responsibility and regulate foreign commerce 
gh the adjustment of imports, excises, whatever you want to 
them, through its agent, the Tariff Commission by allowing the 
| Trade Agreements Act, the so-called Reciprocal Trade Act which 
sferred such responsibility to the President, to expire in June of 

4. Do you agree? 

Representative Martin. Yes. 

- fhe CHarrman. These resolutions ask that the 1934 Trade Agree 
ts Act be allowed to expire. 

Representative Martin. And the resolutions are especially apropos 
the mining industry. 

The Cuarrman. And for the watch industry or any other industry ? 

Representative Martin. Any industry on which our defense self- 

liciency depends. 

The CHatrMAN. Isn’t it necessary for us to maintain our own eco- 

mic structure? In other words, we have gone along for 175 years 


‘ompetition with each other and have developed industry through- 
t the Nation. The only way you can develop certain parts of the 
intry, is by permitting them to compete with other parts of our 


ntry. That competition has raised our standard of living to a 

nt higher than that of any other nation in the world. 

lhe protective system grew up so that we were only in competition 

th each other. Now, do you agree with that principle ? 

Representative Martin. Oh, yes, I just meant a moment ago that 
| agree with the principle generally but it has special importance to 

s industry. 
The CHatmrmMan. Yes, of course, because we can lose a war if we 
| re dependent on other nations where transportation lines could not 
e kept open in time of war. It is a very serious question now whether 
you could get anything across an ocean in transports after a war 
tarted. 

Representative Martin. For instance, an illustration of difference 

thinking made necessary today by the development of some of the 
ore improved submarines, enabling the enemy subs to stay at sea 
onger and more skillfully concealed 

he CuarrMANn. The snorkel submarine? 

Representative Marrin. Yes, that changes the whole picture, es- 
pecially for shipments from South American countries. 

At the time we first wrote this Stockpile Act, those developments 

d not gone forward as far as they have gone today and our hope 
then was that we could take into consideration the availability of 
trategic and critical materials from South American countries and 
ose materials may not now be available to us in time of war. 
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The Cuoatrman. Well, that could be but nian y people thought 
Cransportation might be protected, 

I would like, for the benefit of the record, to read into it that 
of the Constitution formerly referred to. It is article 1, section §, 


which reads: “C ongress shi ull have the power to lay and collect Caxe 
duties, imposts , and excises.’ 

Poday, we refer to duties, imposts, and excises as tariffs or Imp 
fees. j 


Now, another paragraph of section 8 states that Congress shall 
have the power “to regulate commerce with foreign nations.” |) 
other words, the Constitution places the responsibility to fix tarifl 
ol Import fees and to regulate foreign commerce in the hand 
Congress. 

That is the constitutional responsibility of Congress whi a it tra 
ferred to the Executive and which for 20 years the Stat: fora 
ment has manipulated to lessen the importance of domestic indust: 
ind has strived to throw the weight of pub ‘lic opinion and the Gover 
ment toward the development of foreign industry. Is that correct 

Representative MARTIN. Yes, that is right. 

The Cuairman. I think this is a very important point that we a 
vroing to face on the Senate floor and on the House floor next year. 

Do you believe that that act should be allowed to expire and Co 
eress take back its constitutional res ponsibility through the Tariff 
Commission, or any other agent which it might create? 
Representative Martin. Yes, that I believe firmly. 

The CHarrMan. It should be allowed to expire ? 

Representative Martin, That we should reexamine and rewrite thi 
aw and establish the administrative agency in a way that will ¢ 
Congress the controlling power, the means of exercising the control t¢ 

‘arry out the original plan of having it within the control of Congres 

Io the extent that the executive branch has taken over that fun 
tioning outside of the control of Congress, we are faced with a serious 
need of rewriting the law. 

The CrarrmMan. In other words, Congress has to reassert and cat 
out its constitutional responsibility ? 

Representative Martin. Yes, I do not want to go on record here now 
on the exact outline of that new legislation. I would want to give it 
very careful and full study before attempting to determine its exact 
outline. 

I am in wholehearted accord with your statement that the record 
of the past 20 years since the trade-agreement law was enacted, shows 
too many cases of ruthless shunting aside of American industry and 
economy, and by that I mean indus ‘try, agriculture, business, and 
industrial development—shunting that aside and following a line. 
regardless of the impact of those policies against the well-being of 
our American 

The Cuamrman. Wasn’t that a natural result of giving that const 
tutional responsibility of Congress, to the executive branch whereby 
the head of a bureau becomes the judge of what this country is to d 
Wasn’t that a dangerous thing? 

Representative Martin. It isa very, very dangerous thing to do. 

The Crarrman. In other words then, Congress must lay dow: 
principle which will guide its agent, the Tariff Commission or an) 
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ssion Which it might create. This principle should the neces 
' duties and taritts should be adjusted on a basis of fair and 
{ ; ( ible competition, isn’t that true 4 

Representative MARTIN. Yes, that Is right That is the direction 

{ ust travel 

: The CHAIRMAN. We are in agreement, Mr. Martin ; 

i yo if I might read again from President Truman’s statement on 
issage ot the Stockpile Act. That statement covers that (1) the 
pile program should not be used to subsidize domestic producer 
hat it is the policy of the Government to work for international] 

tion mm reducing trade barriers and (3) that unnecessary domest 
luction should not be justified through preferential treatment 


Phat statement of President Truman was the key which explaims 
ction of the administration in failing to carry out the directives 
Congress to encourage dlomestic resources of strategic and eritical 
erals and materials and to endeavor to make the United States as 
ope ndent as possible of foreign sources of supplies. 
e policy set by President Truman was carried out by our Gover 
t agencies charged with acquiring a stockpile. These Govern 
t agencies favored acquisition for the stockpile from foreign 
es of supply to the detriment of the develop nent of domesti 
es of supply. 
These agencies made large scale pur hases of minerals and mets 
oad, and granted financial assistance in the development of foreign 
reces of raw materials which financial assistance could well have 


pent in the development of our own domestic resources. Our 
rinal mines are marginal only because of the higvhe domestic labor 
sts. The use of this financial assistance in this country would have 
le us independent of foreign sources of sup " in many instances. 


Now, strategic and critical materials in this Nation, are not confined 

! nerals. This committee is investigating 7¢ minerals, materials 
d fuels. 

One of the greatest national advantages of this Nation is its eeonomi 

ture which has been developed over a period of 175 years. 
Phousands upon thousands of industries have grown up here on the 

s of competition within the country and almost any one of those 

dustries could be destroyed if you app lied a free tr: ade basis for the 
porte ition of the products of ‘that industry from a foreign cheap- 
ibor source. That action would not only de ‘stroy a specific industry 
ut would also destroy an important part of our entire economic 
tructure. Would you agree with that? 

Representative Martin. Oh, ves. 

Che CratrmMan. I think we are in entire accord and I want to tell 
you how much we appreciate your appearance here. If you have the 
opportunity of looking over your research materials we would appre 

ite your furnishing any further information. 

Representative Marrin. I appreciate the opportunity of coming 
here. I want to commend you very highly on following out this in 

uiry in which the committee is engaged. 

In my opinion it probably is the most important field for us to 
examine tod: ay with a view to building and maintaining in our country 
a general economy and particularly a defense base upon which we ean 
rely in any future war disaster. 

The Cramman. Or maintain our standard of living. 
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CRITICAL MATERIALS 
Representative Martin. Our American standard of living is a very 
real part of our preparations for war. It isn’t as immediate in its 
effect, perhaps, as the strategic and critical minerals and mate: 
field, but it is a very, very important factor that we should not 
sight of. 

The Crarrman. In other words, we face a fight in Congress 
you know as well as I do that we face a fight and it is a fight to the 
death—whether we are going to have a leveling of our living standa 
with those of foreign nations through absolute free trade agreements 
such as we have allowed to be made over the last 20 years; or whether 
we are going to maintain our standard of living, maintain our ability 
to defend ourselves through the protection of our labor standards hy 
flexible import fees which would go down as the world productioi 
increased, Free trade will be automatic if we strive to lift the world 
standard of living up to our level. 

I agree with you that it does not follow that we are going to avoid 
war by leveling our standard of living to that of the rest of the world. 

Representative Marrin. We are going to avoid war by showing 
that we have strength, that we have generated and maintained succe 
within our own land. 

As our ability to defend ourselves is recognized in other 
will those other nations hesitate to attack us. 

I started in on this study some 35 years ago to find out whether | 
might not find a way to avoid the inevitable final world war betwe 
Russia and America by building America’s general strength. 

While teaching military science and tactics at the university som 
32 years ago, I recognized that authorities of 100 years before had 

predicted the inevitability of a final war between Russia and America 
You can find those statements in history. Commodore Perry at 
end of his effort to open up Japan to world trade, came back to Ney 
York City and before the Geographical and Statistical Society of New 
York in March 6, 1856, predicted definitely that in the distant future 

America and Russia neck g inevitably clash in trying to settle whet! 
the form of government advocated by Russia should prevail over the 
world or whether the free enterprise system such as we have in Amer 
should prevail. 

That was a definite prediction by Commodore Perry and he pre 
dicted strangely enough, that the final battle would take place 
Asia; that we would march on across the islands of the Pacific, take 
them over and establish a foothold in eastern Asia and that Russia 
should come down through China and Siam and there we would meet. 

Now, Perry predicted that final clash and the reason I went into 
this so haiaeaeiiiee at the time and carried it on throughout by ent 
lifetime in the way of personal interest, was because I thought 
could develop a strong America that would discourage Russia, fo: 
instance, from attacking us because of our strength. 

Then in trying to appraise the strength of America on fund 
mentals, I recognized then that the mining industry, its health, its 
well-being and its vigor, was the basis of all preparedness. 

I also accepted on top of that the supplement of the stockp 
program and that lead me into my special activities after I got « 
the Committee of Military Affairs and that of course, led up to t! 
present study on my part. 


nations, 
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ise ot that background, you Cah see how much I alii in accord 

what you are trying to do here. I want to commend you again 
your ood work in keeping America strong and in keeping our 
the important factors that build and maintain that strength. 

it direction lies peace, not 1n sitting back ina rocking chair and 
go a snooze. We will wake up some of these days and find out 
some of our adversaries haven't been SnooZing while we nave 


do that. I want, above everything else, to keep America strong 


rh to make it less likely that a foreign adversary will participate 
on us. I want to disprove Commodore Perry’s prediction in 
that we can live in a world without a fierce and final encounter 
een the despotism of Russia and our free enterprise system. ‘To 

that we have got to build a strong and vigorous free-« hnterprise 

tel. 

Phe CuArrMANn. Th? committee appreciates very much your ap 

rance here, Mr. Martin. If you care to submit a supplemental 
, we will appreciate that very much, 


[PARISON BETWEEN FEDERAI ASSISTANCI EXTENDED TO FOREIGN 
IINERALS EXPANSION PROGRAMS AND DOMESTIC MINERALS EXPANSION 


RAMS: 


Representative Martin. Thank you very much, Senator. 

Phe CHarrMAN. In line with Congressman Martin’s testimony this 

rning, 1 want to submit for the record a table called part LI, which 

lederal assistance of $594,126,000, foreign minerals expansion 

wrams from July 1, 1950, through March 31, 1953. 

[ will also submit a table called “Part I—Analysis of Federal as 
nee for minerals expansion programs’ for practically the same 

t of minerals and the total domestic expenditure has been shown 

S527.893,000, which expenditures are less by some 40 or 50 million 
irs than the foreign expansion program. 

| believe these statements are self explanatory and I will submit 

f for the record. 
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JuLy 1, 1950, THRouGH 


ANALYSIS OF 





t DMEA tior 
con Act 


Nickel : 949 413 


Rare earths 174 
Rutile 20 15 
Sulfur 118 
l'ale, steatite block iy 


Uranium 
Vanadium 769 
Vegetable tannin ex 
tract 
Zine 





Total 306, 041 


Part I Domestic 
A ! ct ou 
oe 4 (t Defense t luct 
A borrow suthorit 
DMPA 
RFC 
Mate © 
Ex] De t unde 
ind Ad explora if 
pre vane tion pro- | De 
cure to cor gram Produc 


tract 
A brasive rude alu 

num oxide 
Aluminum $16,059 ($15.7 
Antimony $33 
Bauxite 
Beryl 5H 6 $24 
Chromite 26, 939 1. 9&8 
Cobalt 1, 300 406) 
Columbite tantalum 62 200) 1 
Copper 41.876 60 R859 15]. 2 
Corundum 9 
Cryolite 742 
Dolomite 
Fluorspar 202 200) 113 
Graphite 1, 866 l 
Iron ore and steel 54 57 
Lead-zinc 3K) 6. 214 
Lime rock 92 
Manganese ore 87. ORO 4 840) 312 42 
Magnesium 45, 000 
Mercury 502 
Mica 13, 39. $4¢ 
Minerals exploration 

and development R01 1.100 
Molybdenum 2 RTO 


lin 72 

rin and tungsten 1, 433 1,018 

Titanium 29, 725 12, 365 

rungsten 13, 056 KS , 759 206 


and zine-cadmium 287 542 1, 495 
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FOR MINERALS EXPANSION 
31, 1953 
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Part I] Foreign minerals erpansion program 
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CHARMAN. Thank you very much, Mr. Martin, for appeari 


Representative Martin. And thank you, Senator Malone, for the 


tunity of appearing here. 
, oht 


(hose figures which you have placed in the record are very enli 
a, very important for our consideration. 

The CHAIRMAN. We will count on your assistance in the future. 
\)} hereupon the subcommittee adjourned subject to the call of 


Chair. ) 






































STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


THURSDAY, OCTOBER 15, 1953 


UNITED STATES SENATE, SUBCOMMITTEE ON 
MINERALS, MATERIALS, AND FugELs ECONOMICS, OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, PEs, 

Che subeommittee met, pursuant to eall, at 10:15 a. m., in the com 

ttee room, 224 Senate Office Building, Washington, D. C., Senator 
George W. Malone, Nevada, chairman of the subcommittee, presiding. 

Present: Senator George W. Malone, Nevada (chairman of the 

committee). 

\lso present: Jerome S. Adlerman, counsel to the subcommittee ; 
Thomas r Flynn, ors. subcommittee assistant counsel: George B. 
Holderer, subcommittee staff engineer, and Richard G. Sinclair, sub 
ommittee accountant, 

senator M ALONE. The meeting W ill be In order. 

Phis hearing has been called for the purpose of carrying out Senate 
Resolution 143, Ist session, 83d Congress, which directs the Interior 
d Insular Affairs Committee to conduct an investigation and to 
tudy the accessibility of critical raw materials to the United States 

ng time of war, also to assure the availability of supplies of such 
tical raw materials adequate for the expanding economy and the 
curity of the United States. 

\ part of this study includes the activities under Public Law 520 
of the 79th Congress, the so-called Strategic and Critical Materials 
stock Piling Act, and the methods of carrying it out, and the effect of 

l methods on the domestic industry and our dependence upon 
foreign nations, more especially across the Atlantic or Pacifie Oceans, 
for such materials that we need or cannot conduct a war without and 
lso which we need in our expanding economy and for our security, 

the resolution dictates. 

Information made available to this committee indicates that more 

in 50 agencies were involved in stockpiling activities. 

rhe General Services Administration and the Defense Materials 
Procurement Agency were primarily responsible for the procurement 
ind storage ot stockpile ot strategic and eritical materials and for 
the development and expansion of strategic and critical material 
reserves. This committee will delve into the obstacles that were e1 
ountered by the purchasing people and to what extent they have 
Deel} frustrated in reaching the stoc kpile object ives. 

[ am much concerned over reports I have received and articles I 

ive read of the detrimental effect the International Materials Con 


In 
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ference had on our stockpiling operation. 1 understand that sto 
material have been w Ithdrawn and diverted und be iuse of th 
stockpile now short cobalt, copper, fluorspar, nickel, tungste 
zine Valued at $149 million. 

We had Mr. Edmund FF. Mansure, Administrator of the G 


Pervice Administration, scheduled this morning to lead off. 


unfortul ately he is scheduled to go west on some Important appr 










ments this morning, so we will have him appear later. 

We do have, however, here this morning Mr. A. J. Walsh, Com 

mer of the Emergency Procurement Service of the General Ser 
Administration: Mr. Clarence Fredell, Mr. John Ford, and Mr. I 
Gumbel, from the Materials Division, Kmergency Procurement Sv 
ice of the Ge) eral PFervices Admunistration: also Mr. Max Elhiot : 
Counsel: and Mr. Max Medley, Comptroller of the General Serv 
Administration are present, 

Let the record show that Senators Millikin, of ( olorado: Bat 
of Wyoming; Murray, of Montana: and Clements, of Kent 
members of the subcommittee, are unnble to be present this mor 

Mr. Walsh, will you identify yourself for the record ¢ 






















STATEMENTS OF A. J. WALSH, COMMISSIONER, IRVING GUMBEL, 
DIRECTOR, MATERIALS DIVISION; CLARENCE FREDELL, ACTING 
CHIEF, EXPANSION BRANCH; AND JOHN FORD, ACTING CHIEF, 
CONTRACT ADMINISTRATION BRANCH, MATERIALS DIVISION 
EMERGENCY PROCUREMENT SERVICE, GENERAL SERVICTS 
ADMINISTRATION; AND MAXWELL H. ELLIOTT, GENERA! 
COUNSEL, MAX K. MEDLEY, COMPTROLLER, R. J. LIPPOLT, DI- 
RECTOR, DEFENSE ACCOUNTS DIVISION; AND VICTOR ERICKSON 
FINANCIAL ANALYST, OFFICE OF THE COMPTROLLER, GENERAL 

SERVICES ADMINISTRATION 





Mr. WALSH. A. Ji Walsh, Commissioner of Kmergenc\ Procure 


ment Service, General Services Administration. 













FUNCTIONS OF THE EMERGENCY PROCUREMENT SERVIK 


ES 


Senator Matone. Mr. Walsh, will you explain for the benefit of th 
committee the functions of your organization, the Emergency P: 
curement Service’ As I understand, it is a part of and directed by 
the General Services Administration. 

Mr. Wausu. That is correct, sir. 

Senator Martone. The Emergency Procurement Service was org: 
ized and is directed to carry out Public Law 520, the Stockpile Act 

Mr. Wausu. That is one of its responsibilities; yes, sir. 

Senator Ma.tone. For the benefit of the record, then, would yor 
just explain what your total functions are ? 

Mr. Wausu. The principal function is that of the stockpile. I 
addition to that, we do have the purchase of materials for FOA. 

Senator MaLone. What is that / 

Mr. Wacsu. That isthe successor to MSA, 

Senator Martone. Let’s have it understood now that I intend t 
introduce a bill one of these days to make it a penitentiary offens 
to use initials. Let’s use the names. 
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Wasa. Frankly, I do not know the nam 
\iepuey. Foreign Operat oO! Agency 
tor Martonrg. And no one else does eithet Certainly the publ 


t know. | ect tl t one of the obiect es of using these 








DMINISTRATION 

















Forel ()perations Ach) histratile issIg1 to 


pur hase, Inspection, and transportation certain items of then 






destined to foreign countries: in other words, for shipment 
v ntries 
“ itol VIALONE. What { you pul hase Tor hipment to foreign 









\I WarnsH. Those item which Foreigo Operation Administra 





ns to us from time to time to act for them as their agent 


“ itor MALONE. What are some of those materials that they 


/ 





} ioned to vou 
Vir. Warsu. The largest item is fertilizer It also includes trucks, 


ubli 










it1ol and 








Dy hick nd hateh ne evgs It rm thre comptete gvamut 
those countries only that they do not open up lines of credit 






vy to the country. 









tor Manone. Let us understand this. It is countries where 
of credit are not established, meaning that they do not sh » ma 
to be paid nthe usual line of credit / 
\I Wasi. That Is correct, sll This is where the Government 
for the purchases and pays the bill. 
Senator Mantonr. That means that for any of these materials that 








chase, our Government pays the bill « ni rely, and there is no 
ever rendered 4 
NI) WALSH. Not to my knowledge, sir. 
Senator MALONE. What is the Foreig) Operat s Administra 
What is it under / 
Mr. WatsnH. It reports to Mr. Stassen. Mr. Stasset S ll chara of 















ator MALont 
Mr. Watsn. Of the Foreign Operation 
e successor to the Mutual Security Agency 
Senator Matonr. What is the successor to Mutual security Y 
Mr. Wausu. The Foreign Ope! itions Administration is the succes 
iveney to the Mutual Security Agency 
Senator Martone. Then Mr. Stassen is the Director of the Foreig) 
Operations Administration / 
Mr. Wausnu. That is correct, sir. 
senator MALONE. We are forgetting about the Mutual Security 
\gency now ¢ 
Mr. Wausu. Yes, sir. 
Senator M ALONE. When did they witch names ? 
Mr. Wausn. August 1, I think. 
Senator Matonr. Could you tell us about the extent of these pu 
ises while we are on that subject, about how mus h money vou have 
cpended for the entire purchases ¢ per 


Mr. Stassen is the Director of Mutual Security 


Ldm stration, whiel 
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if Was 


Mr. Warsn. It runs approximately $60 million a year. 

Senator Matone. You supervise suc h pure hases to the extent of & 
million a year? 

Mr. Wausn. Yes, sir. 

senator M ALONI Do you Supervise the shipment to these count 

Mr. Wausu. Yes, sir. 

Senator MaLonr. How many countries, then, do these purcha 
to? 

Mr. Wausu. There is Thailand, Indochina, Formosa, Iran, P: 
tan, and India. 

Senator Martone. How long have you been supervising these 
chases / 

Mr. Wausnu. Since 1949. 

Senator MALONE. And it has run about S60 million a veal ¢ 

Mr. Watsu. Yes, sir. 

Mr. ApLerMAN. I think before that it was MSA. 

Mr. Watsn. It was MSA prior to that, and prior to that, 
ECA. The sequence is the ECA, that was the Economic Cooperatio 


Administration. 
eign Operations Administration. 
Before ECA, it 
ICA was the start. 
They did not have 


Senator MALONE. 
Mr. WALSH. 
Senator MaLone., 


then the Mutual Security 


plan as such, in LO48 ¢ 


Mr. 


Senator 


M 


Wasi. 


Tha 


ALONE, 


t was the 


It was not 


ECA. 


known as 


Age} 


was what ? 


That was the first 


Icy. 


anvthing under 


They were one and the same. 


ECA. 


and now the For 
aciministratio 
the Marsha 


People got a litt] 


fed up with the Marshall plan and then they changed it to ECA 


Mr. Watsu. 

Mr. ApLERMAN. 
and the same thing. 

Senator MALONE. 

Mr. WALSH. Yes, 

Mr. ADLERMAN. 


I think the Inception Wis W ith EC A. 
I think that ECA and the Marshall plan are on 


They have been known by two separate names 
Do you think they called it EC 


sit, 


T think So. 
I think originally it 


was known 


A in 1948 % 


as the Mar 


‘shal 


plan then later it became popul: iras the ECA, which means the Eco 
nomie C ooper: ation 


(Off the 
Senator 
your job is. 


M 








Mr. 


PURCILASES FOR RESALE 


WaLsu. 





Under the 


Administration. 
record discussion. ) 
ALONE. 


Go right 








BY 











EMERGENCY 


Defense Production 





PROCUREMENT SERVICE 


Act, 


ahead with your explanation of 










Emergency 


what 


Pro 


curement Service was authorized to purchase and resell items under 
ap proved programs of the msg Production Administration whic] 


originated 


from going sources of 


expansion or deve ‘lopme nt of new facilities. 


Senator 
Mr 
ministration, 
buy : 
Senator 


Mr 


M 


. WaLsn. 


ALONE. 


under Publie Law 774 
ind resell to industries certain commodities. 


MALONE. 
. WALSH. 


Senator MALONE. 


Mr. 





Watsn. 


That 


What do you mean by 
Y rograms as ap proved by the De fense Production Ad 
. did authorize the Government t 


What 


Is that all? 


is all, sir. 


is another, 


buying 


are those commodities ? 
Tungsten is one, rubber 


and selling? 


supply which did not involve th 


and lead is another 
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Senator MALONE. The act specy he ally covered these three things ¢ 
Nii WALSH. No, sir: the act covered the entire field, but those 

commodities are the only three commodities on which the 
ergency Procurement Service as such was authorized to buy and 


itor MALONE. You are the head of the Kmergency Procure- 
t Service ¢ 

Mr. WALSH. That is correct. 

senator M ALONE, Who author izes you to do this / 

Mr. Wausu. That was authorized by the Defense Production Ad 

stration. 

Senator MALONE. Who Is the head of the Defense Production 
(Administration ¢ 

Mr. WALSH. At the present time that is the Office of Defense Mobil 

ition, headed by Mr. Flemming. 

senator M ALONE. Let me ask you, Mr. Walsh, right here, and the 

will ask Mr. Medley to explain it in detail: Under this setup that 
are now describing you do incur losses by purchasing from diffe 
<ources and then selling to selected pure hasers ¢ 

Mr. Wausu. On the rubber program there was no loss incurred. 

Senator MaLtone. What rubber did you buy, the natural rubber ? 

Mr. WausH. Natural rubber. 

Senator MALonr. From where / 

Mr. WausH. From all producing countries of the world. That was 
Luring the period of time when the Government was the exclusive 
buyel and seller of rubber. 

Senator Matonr. What dates did that include ? 

Mr. Wausn. That began in January of 1951 and was discontinued 
n March of 1952. The sale, however, went on until the end of June 

52. The purchases were discontinued in March 1952. 

Senator Matone. The rubber purchases covered only that period 
of time? 

Mr. WausH. Yes, sir. 

Senator MALtong. There was no loss ? 

Mr. Watsu. No loss. 

Senator Matonr. What about lead ? 

Mir. Wausu. In lead there was no loss sustained either. 

Senator MaLtone. What period did that cover / 

Mr. Wansu. It covered the period from June 1952 to September 
1952. It was an authorization to buy 30,000 tons of lead for re ti 
to eaee and in the event there was no need in industry for that 
lead | V the end of December 1952, 1t was to be transferred to ‘ae 
stockpile. 

Senator MaLtonr. What happened to this? 

Mr. Wausu. There were 26,104 tons purchased. Industry did not 
takeany. It was transferred to the stockpile. 

Senator Matonr. What was the price paid for this lead ? 

Mr. WausH. 16.1 cents per pound. 

Senator Mavone. From whom did you purchase it ¢ 

Mr. Watsu. I think all except one lot was purchased from domestic 
producers. 

Senator Martone. What was the amount of that one lot ? 

Mr. Wausu. I believe it was 2,000 tons. 
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Senator Matonr. Where did it come from ? 

Mr. WausH. Yugoslavia. 

Senator Manone. Is that the same Yugoslavia that is talking 
moving in on Trieste and Italy at this time ? 

Mr. Watsu. Yes, sir. 

Senator Matone. What did we pay them for this lead / 

Mr. WatsH. We paid them the same as the others, 16.1 cents. 

Senator MAatonr. Now how about the tungsten ? 


RESALE OF MATERIALS AT A LOSS TO THE UNITED STATES 


Mr. Wausn. The program on tungsten authorized the Governm« 
to sell ata loss. 

Senator Mauoner. It authorized you to sel] any of these materials 
a loss, did it not? 

Mr. Watsu. Rubber, yes, sir, it did. 

Senator Matonr. And lead? 

Mr. Wausn. I do not recall whether the lan 

Senator Martone. This is the act itself you are talking about ? 

Mr. Wausu. The authorization under the act. The act itself d 


nermit loss 


ruage was specifi 


( 
r 











Senator MALone. Does it mention that particular item in the 
itself, that it permits a loss ¢ 

Mr. Wausn. It does not mention items to my memory, but I th 
Max could clarify that. 

Mr. Apterman. This is the letter of authority | indicating]. 

Senator Matonr. Do you have a copy of the act with you? 

Mr. Wausu. Ido not have. Mr. Ellott has. 

Mr. Apterman. Public Law 774. Do you have the two exe 
orders on this? 

Senator Mavone. Mr. Elliott, will you identify yourself for 
record and state the number of the law and the date of its passag 
and read that part of it that authorizes the executive order to sell 


Ltt 







a loss? 
Mr. Exutorr,. Yes, sir. I am Maxwell Elliott, General Counsel f 
the General Services Administration. This is under section 303 


of the Defense Production Act of 1950, as amended. 






Subsection (a 











To assist in carrying out the objectives of this Act, the President may 1 
provision (1) for purchases of or commitments to purchase metals, miner 
and other materials, for Government use or resale; and (2) for the encoura 
ment of exploration, development, and mining of critical and strategic mine! 
and metals: Provided, however, That purchases for resale under this subsect 
shall not include that part of the supply of an agricultural commodity whic! 
domestically produced except insofar as such domestically produced supply 1 
be purchased for resale for industrial uses or stockpiling, and no commodity | 
chased under this subsection shall be sold at less than the established ceiling } 

for such commodity (except that minerals and metals shall not be sold at less than 
the established ceiling price, or the current domestic market price, whiche 
lower), or, if no ceiling price has been established, the higher of the follow 

(i) the current domestic market price for such commodity, or (ii) the minin 
sale price established for agricultural commodities owned or controlled b 
Commodity Credit Corporation as provided in section 407 of Public Law 4539 
Kighty-tirst Congress: Provided further, however, That no purchase or com! 
ment to purchase any imported argricultural commodity shall be made eallil 
for delivery more than one year after the expiration of this Act. 
















Senator, it is rather long, but (b) and (c) of this section are also 
pertinent to your inquiry, if I might read them. 
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i Subject to the limitations in subsectiol i pure es and mit nts 
; se and sales under s l subsecti l ‘ ! i 
i tations of existing law, for such quantities ind < sue] 
mus, including advance payments, and fi ich periods, but not e 
1 June 30, 1963, as the Pre ent dee necessary, except tl 
commitments to purchase inve il ni r than established cei 
' here be no established ce in price ( rrently prevailing market 
| ant cipated loss on resale ha not be made niles it is determined 
ply of the materials could not be effectively increased at lower prices 
| terms more favorable to the Government, « that such purchases 
' to assure the availability to the Unite States of overseas supplies 
. : 
ib ect1ol [?. because ve had some ) rat 5s undael 
; is follows: 
it Pre dent finds | that inde ene i f ad equ é 
il i ol ny re ed teria thers eSulit a aec! se 
G | plies from high-cost sources of such mate il and that the continuatior 
supplies Is necessary to carry out the objective of the Act or (2) t 
ise in cost of transportate is temy iry i I i hreate 
r mani i pl I nh or supply i il i ible price oO I fi 
| he may make provision for subsi p nent n any such domes 
j | rial other than an ag tu lit such 
manner (including purchases of such material and its resa 
' it regard to the limitations of existing law), and on such terms a 
| ' s as he determines to be ne iry t irre it supp rol ich 
rees are Co Inued, or tT it m l > d ( ply 
ible price such materials maintained, as the se ni he 
| f last ectlol r, becau Mr. Wa may want ft te 
the copper purchase hich were made 


tor Manone, I have a copy of a letter here with which you 
loubt familiar, Mr. Walsh, from Edmund T. Gibson, Deput 
trator of the Defense Production Administration, to Mr. Lan 
e Administrator of General Services 


, i \\ LSI. Ye I 
g itor Mauone. In the Office of Defense Mobilizat 
Mir. Wausn. Yes, sir. 


| setting up of ll the adm I tratiol nad w tl the I ie] 
: iority and in certain instances the abe ne of tith ke 
( variou l ial « oO Zatio | br the) ere 


STOC KPILING PROGRAM 


1an Mr. Watsn. To the best of mv ab lity, I will try. 
} Senator Matonr. Do you not have advise wi! \ look that up 


/ 


I WaALsH. Yes, r, I tye ! t} LT k I ! rive > \ ul I 


_ itor Matonr. Then start from the beginning. 
: Mr. Watsn. Going back to Public Law 520 at its inception ¢ 
Senator MALone. Yes. 
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Mr. Wautsu. Pub “a Law 520 established the authority in the s, 
retaries of Army, Navy, and Interior, who in turn designated 
Munitions Board the authority of the stockpiling program. 

Senator Martone. They set up the Munitions Board under thy 
authority of Public Law 520? 

Mr. Wausu. I believe it was set up before that, but they assig 
under 520 the responsibility to the Munitions Board. I believe it 
brought into being prior to 520. 

There was delegated to the Secretary of the Treasury the authorit 
to make purchases, to transport, inspect, and store the materials ir 
stockpiling program as directed by the Munitions Board. That 
thority Was delegated by the Secretary of the Treasury to the P 
curement Division of the Treasury Department. 

Senator MALone. my under 520 4 

Mr. Watsn. Yes, s 

Later on the Procurement Division title was changed to Burea 

Federal Supply, and under Public Law 152 is was transferred 
the General Services Administration, and the name changed to Fed 
eral Supply Service. Then in August of 1950, 1 believe it was, th 
strategic and critical materials or the 520 functions were broken away 
from the Federal Supply Service and set up in the Emergency Pri 
curement Service. 

The Defense Production Act brought into being the Defense Pr 
duction Administration. The Defense Production Admiunistrati 
was absorbed by a newly created organization known as Office of Di 
fense | Mobilization, which also took over from the Munitions Bo 
the authority for operation under Public Law 520. 

It also took over the functions formerly performed by the Natio 
security Resources Board. 

Senator Martone. What was the National Security Resources 
Board? When was that created / 

Mr. Wausu. I really do not know, sir. 

Senator Martone. When was the end of it, then ? 

Mr. Wausn. I think the complete end of it was when the Office 
Defense Mobilization came into being: was it not, Max? 

Mr. Exuiorr. That is correct. 

There had been an Office of Defense Mobilization created by Exec 
tive order under the Defense Production Act, but by the reorganizatio 
plan of President Eisenhower which became effective June 12, ther 
was created a new Office of Defense Mobilization which took over the 
functions of the old Office of Defense Mobilization, the old Defense 
Production Administration, and the National Security Resources 
Board. 

Senator Maronr. And also the National—what was this orga 
zation ¢ 

Mr. Exsiorr. And the functions, also, yes, sir, of the Munitions 
Board and the Secretaries of Army, Navy, Air Force, and Interior 
under Public Law 520. 

Senator Matonre. Had you finished ? 

Mr. Wausu. Except that I would like to add this: As of today, 
or as of the effective date of this order of June 12, the responsibility 
for the stockpiling program and for the expansion and development 


of natural resources is vested in the Office of Defense Mobilization 


Ol 
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itor Matone. Headed by Mr. Flemming ¢ 
Wausu. Yes, sir. 
\pLeERMAN. Dr. Arthur Flemming. 
Wausu. That is all | would like to say about that. 
itor Matone. In other words, if I understand you correctly, 
Walsh. you have only one organization now, the Office of Defense 
Zation, headed by Dr. Flemming, who has the responsibility for 
ese Various boards and commissions that functioned from, we 
LV, L945 
fr. Wausu. 1946, I think. 
itor MaLone. From 1946 until June 11 of this year‘ You are 
erable now to Mr. Flemming / 
\ir. WausH. No, sir, to Mr. Mansure, the Administrator of Gen 
services Administration. 
Senator Martone. Is Mansure’s organization, then, under Defense 
Mobilization ¢ 
\ir. Watsu. No, sir. 
Senator MALonr. It is independent ? 
Mr. Wautsu. Itis independent ; yes, sir. 
Mr. Exniorr. If I could explain that, sir. 
Senator MALONE. Yes. 
Mr. Exniorr. Dr. Flemming and the Office of Defense Mobilization 
tablish the policies for expansion and for stockpile. The General 
Services Administration is & ministerial operating agency which cat 
es oul those policies. 
Mr. Watsu. Those policies and programs, Max. 
Mr. Exniorr. Policies and programs. 
Senator Martone. The General Services Administration carries 


Mr. Exniorr. The policies and programs established by the Office 
of Defense Mobilization. 

Senator Matonr. Then the head of the General Services Adminis- 
ration does only what he is directed to do by the Office of Defense 
Mobilization, Mr. Flemming heading it / 

Mr. Exxiorr. That is correct ; yes, sir. 

Senator MaLonr. Not technically under it. but can make no move 

hout his sanction ¢ 

Mr. Exniorr. That is correct. The programs are usually couched 

broad terms as to quantities, qualities, and rate of acquisition. 

Senator Martone. That is set by the Office of Defense Mobilization, 
Mr. Flemming ? 

Mr. Eixtiorr. Yes, sir. 

Senator Matone. Then it is carried out in detail by the General 
Services Administration, headed by Mr. Mansure ? 

Mr. Exntorr. That is correct. Our authority to operate is limited 
by these policies, directives, and programs that are established by the 
Office of Defense Mobilization. 

Senator MaAtonr. At anv moment Mr. Flemming could change the 
order ? 

Mr. Exuiotrr. Yes, sir. 

Senator Martone. So you really are under the direction of M1 
lemming ? 

Mr. Exxiorr. That is correct, for these purposes. 
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Senator Martone. That is the only purpose for which you are on 

ized now : 1s it not # 

Mr. Evuiorr. The only purpose that GSA is organized fol 

field GSA has, of COUTSe, a large number of other resp ISID 
uch as the maintenance of buildings. the preservation of record 
yurchase of numerous items. 

Senator Martone. What is the field? Just give us the field coy 

generally by the General Services Administration. 

Mr. Evurorr. All right, sir. The General Services Administ1 
as created asa result of the reeommendations of the Hoover Con 
ion, by the Federal Property and Administrative Services A: 

1949, to be the central property management agency of the Ge 

ment. Its basic functions are to prescribe policies and met 

for supply, which includes procurement, storage, warehousing, in 

tion, and the general purchasing of common-use property fo1 

Government. It does not extend into the purchase of military 
such, although we do purchasing of common-use items for 

iilitary as well as other agencies. 

We also do a lot of direct purchasing of common-use item i 

re ies and pee fied fems for civilian agvencles Under th it act a 


under Reorganization Plan 18, the Gene 


is responsible for maintaining Government-owned or lea 


i} Services Admit 


purpose space throughout the country, and for obtain 
purpose space by lease when required, 
Senator MALoni Is this for all national 


purpose / 


Mi ELLiorr, These are ill vel 
they are military of civilian. That is to say, if the Army or the N 
] eeds to lease ome space in Dalla sor Philadelphia, we do t| | 
and the maintenance of the building. We do the physical namtel 
the janitorial services, if vou will, of the Pentagon Building, 
instance, but we do not maintain any Army bases or camps, nor do 
maintain buildings which are wholly post offices. 

We do maintain multiple-use buildings where they are partly } 


y 


eral purpose buildings, sir, wl 


offices and partly other types of buildings. 
In ack tion. (General Services is responsible for the N itional A 


f the program oft records preservation and 


sesides those functions, the (rene ral Services 


pol sible for the custody of the national industrial reserve of p] 
et up under the National Industrial Reserve Act, and it is also 
sible for the stockpile functions and the expan ion func tions wine 
Defense Production Act which Mr. Walsh has explained in deta 


ilso add, sir, that under the terms of our basic act, GSA 


} 
for promoting measures to obtain the maximum us¢ 


among all agencies and then for the disposal of 
operty which has been determined to be surplus to the needs of 
tire Govert ment, 
That function, of course, was inherited by GSA from the W 
Adi stration, whi | ‘a abolished at the time GSA wa creat 
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TUNGSTEN PURCHASES AND LOSSES ON RESALI 


\ 


itor Matone. Edmund T. Gibson, Deputy Administrator of the 
» Production Admin stration, ina letter to Jes Larson, Admin 
or, General Services Administration, said in part: 


to assure the continued supply of tungste nd di i tion and utili 


such supply in a manner most advantageous to the national defense 
cessary that the Government undertake a program of procurement and 
of this strategic material 


said further: 


iry that the Administrator of General Services purchase a1 
nts to purchase tungsten of foreign origin in al 
y ores and concentrates, for Government use or for 
vith respect to svch materials that purchases or « 
volving higher than currently prevailing market price ‘ 
the availability to the United 


resale are necessary to assure 
upplies 

estimated the administration of this program w require a revolv 

$13,950,000 to be borrowed from the Treasury of the United States for this 
accordance with section 304 of the Defense Production Act f 19 


‘in this estimate 


{) 


Mr. Walsh, what part of this amount of money was ¢ xpended 


ises of Torelgn tu 
7 r } ' 
\\ ALSH. That compiete } in wa expended. 


waten 
g rid 

pul hase and resale of tuneste) was crea ed repe , 

en under the directive as it now exists. There is 1 hexpel ded 

on which has been authorized. 

tor Martone. That is out of what total amount? 

Wausu. The total amount, I believe—do you have that, Max / 

emory is that it was around $288 million. I think that is about 
ount. 

Meptey. As of June 30, Mr. Chairman, the total authorize: 
int for the gross tungsten program was approximately $481 
on. of which $417 million had been contracted for. 

Senator Martone. Is this for tungsten ? 


1 


Mr. Mepitey. Yes, sir. This is all phases of the tungsten program 


Walsh. 
\Ir. Wausn. That includes the domestic; does it not? 
\Ivr. Meputey. That isright. In addition, Mr. Chairman, the finan 
‘f this program was authorized 
nator Maronr. What program is 1t? 
r. Meptey. The tungsten program. The financing of the tung 
program, of that total program, was authorized at $51 million. 


cviving you round figures here. Of that amount a little unde 


AT 


iillion has been obligated 
itor Matonre. What is 
{81 million ? 
Meptey. No. That 
et cost. The total p 
senator MALONE. Yes 
Mr. Mreptey. As working capital to fi e that program we 


authorized to borrow fre m the Tre usury Sol million, and oO! 


million, we have used a little unde} S40 million. 


Senator Matonr. Then all you would do would be to borrov 


‘n vou run out of the $51 million in the sai i 
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Mr. Meptey. We would borrow up to the $51 million, yes, and thy 
f we needed more above and beyond the S51 million, we would | 
to go back to the Office of Defense Mobilization to get their autho 
ind approval. 

Senator Martone. But they could g 
million ? 

Mr. Mepiey. Yes; if that much was needed, and subject to the tota 


limitation of the borrowing authority included in the aet, which 
at the moment $2,100 million. 


ve you authority up to S48] 


Senator Martone. Tow much of this $2,100 million remains? J 
total in what act? What is this act? 

Mr. Mepuey. This is the same, the Defense Production Act. 

Senator Mantonr. What is the number of it ? 

Mr. Mepuey. Public Law 774 of 1950, I believe. Is that right, Mi 
Klhott ? 

Mr. Exuiorr. Yes, as amended. 

Mr. Mepiey. I cannot give you, sir, an accurate figure on that be 
cause there are other agencies besides GSA which are authorized by 
the Office of Defense Mobilization to use these funds. Therefore, the 
et balance remaining as of any given date would have to be obtained 
from the Office of Defense Mobilization. 

Senator Martone. What are these organizations that 
ilso to participate in spending the $2,100 million / 

Mr. Mepiey. In addition to GSA, there is the Department of Agi 
culture which has been authorized to use it. 

Senator Martone. What do they use it for? 

Mr. Mepuey. Tam not too familiar with that, sir. 

Senator Martone. Is 
corn ¢ rops and storage / 

Mr. Wausu. To my knowledge, if I may butt in, Max, they weré 
viven $10 million for the purpose of expanding the castor bean. 

Senator Martone. It is not for general purposes / 

Mr. Wausn. No, sir. 

Senator Matone. It is for specific purposes / 

Mr. Wausu. Specific purposes. 


are authorized 


that part of the purchases of the wheat and 


Senator Matone. On what you might call strategic materials 

Mr. Wausnu. That is right, sir. 

Senator Martone. In other words, the $2,100, million is available 
only for purchases by these different organizations to encourage the 
requisition or production of strategic materials ¢ 

Mr. Wausn. That is correct, sir. 

Senator Martone. $481 million out of this $2,100 million has beet 
wuthorized to your organization 4 

Mr. Mepiey. Yes, sir. 

Senator Martone. You have expended how much 4 

Mr. Mreptey. We have entered into contracts 
ments to purchase totaling $417 million approximately. 

Mr. Wausn. That ison tungsten alone. 

Senator Manone. Yes, I have that figure. You are committed to 
thatamount. Where did we get sidetracked on $51 million ? 

Mr. Mepiry. The $51 million, sir, is the authorized working capital 
| order to execute and carry out this total program. It 
thorized working capital. 


involving commit 


is the au 
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~ tor Martone. What becomes of this working capital 4 Is that 
bank account, a revolving bank account ? 
Ir. Meptey. Yes, sir. 
ttor Matone. If vou sell tungsten et a loss, which you have 
ccording to your statement, that comes out of the $51 million. 
iid be reduced to that extent 
Merpitey. Yes, sir. 
“ itor MALONE. When you lose the SS1l om 1] on you have more 
et aside in that fund ¢ 


\| Vi epDLEY. Not qu te, sil \eain that vets into this cliscussio} 
bable ultimate net cost The 851 million n fact the probable 
ite net cost to the Government under this program. I would 

tocheck that statement with one of my assistants. 


TT itor MALONI Let's see if 1 understand what you are trying to 
Phe net cost to the Gaovet himent, the net loss in other words, out 

e whole S451 million program would be $51 million, estimated 

Mir. Mepiey. That is correct. 

“\ itor MALONE. | there any object on to awving it like th it just 
ike it clear ? 

Mi Mepis ¥ No, Sir? that is corres CS. Ser. 

Senator MALONE. Soeven I can understand it 

\ir. Mepiey. Yes, sir. 

Senator Martone. How much of this have you lost altogether ¢ 

Vir. Mepuey. Excuse me just a minute, si Mi Medley conferring 
issociates |. 

As of June 30, 1953, approximately $5,866,000 

Senator Matonr. Have been lost 4 

Mr. Mepiey. Yes, sir; that is correct. 

Senator Matone. That is for 1952 fiscal year / 

Mr. Meptey. Lam sorry, sir. I gave you a fiscal year figure. The 
ilative loss from the Inception of the tunestel program 

Senator MALonr. What date is that? 

Mr. Meptey. I would have to get that for you, unless Mr. Walsh 

ows It. 

Mir. Wausn. It would be related back to the date of this authoriza 

n, Which I believe is March 1951. 

sSenutor MALONE. How much have you lost how, SILCE Mar hy LDdS1 ¢ 

Mr. Mepitey. I understand, sir, that the program certificate which 
received from the Defense Production Administration, now the 

fice of Defense Mobilization, was dated March 5, 1951. So the 

mulative loss from March 5, 1951 to June 30, 1953, would be 

.208,000 approximately. 

Senator Martone. Now, Mr. Walsh, what has been the total pur 

ises of tungsten under the tungsten program since March 5, 1951, 

ien it was authorized by the letter from Mr. Edmund T. Gibson to 

r. Jess Larson, of the General Services Administration ? 

Mr. Wausu. Under that authorization to which you refer the pur 

ises are 48,645,258 pounds of W. 

Senator Mautonr. That is to date? 

Mr. Wausn. To date. 

Senator MALONE. How many dollars does this represent ? 

Mr. Wausn. That represents about $228 million; around there 

omewhere. 
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Senator Mavone. What was the approximate average price paid 
the tungsten ¢ 

Mr. Watsn. It is on a sliding-scale basis, sir. The prices beg 
$65 per short-ton unit. 

Senator Marone. That is 20 pounds. 

Mr. WausH. 15.862. 
Senator MALONE, Explain why that is 15 862 instead of 20 poun 
Mr. Wats. I am sorry. A short-ton unit is 20 pounds, and 
ontains 15.862 pounds of the metal. 

Senator Matonr. Actual metal, WO3? 

Mr. Wausn. Yes. 

Mr. Frepevyi. It should be W,. not WO3. 


Senator Martone. W, tungsten. Tlow much of this was purel 


from foreign nations and how much from domestic ? 

Mr. WausH. This is all foreign. 

Senator MALoN} What was the hichest price you paid? 

Mr. Watsn. $65. 

Senator MALont What was the lowest price ¢ 

Mr. Wausu. The lowest price is $52.50. I think we bought a { 
1? They were not significant. 


ll lots a 1OW 2S S42 
Senator MaLong. Were there any domestic pure hases made 










Mr. Wausu. Under this act, yes, sir. There is a domesti pro 
or tungsten ul der this act which authorizes the purcha se of 3m 
which is separate and distinct from this foreig 
chase and resale program 

Senator Matone. This act is confined entirely to foreign purcha 

Mr. Wausn. No, sir. 

Senator Mautonr. This other act? 

Mr. Watsu. No, sir. This authorization of March 21 is ba 
olely on b lying from fore on sources, However, under Public L 
(74 there is an authorization for a domestic tungsten program wh 
ills for 3 million short-ton units, That program 1s in effect 
runctionine 
Senator Matone. But in this matter of authorization the letter fi 
Mr. Gibson refers only to foreign purchases. 

Mr. Watsn. That Is correct, SIT. 

senator MALONI That is an order to purchase from fore vl 
sources ¢ 
Mr. Wausu. Yes, sir. 

Senator MALoN}! Then, under that order none of these purcha 

1 be made domestically ¢ 

Mr. Wasnt. No, sir. There is a separate program for domest 
renases entirely. 

meenator MALONE, The question was, You cannot use this money 

ry order for domestic purchases ¢ 

Mr. Watsn. That is correct, not under the authorization. 
Senator Matonr. Under the report of June 30, 1953, Annual Ri 
f Financial Condition and Operations, under the Defense Matt 
rials Procurement Agency, it shows that the total sales of tungstel 
were $34.540,972.20. It also states that the inventory at the same 
time shows on hand $80,347,719.71. From this approximately $34, 
AOO.O00 ute you lost approxin itely S71) million. Is that the co 


clusion to be reached from the figures / 


i 
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WatsH. Yes, sir. 

\IepLey. Could I interrupt here, Mr. Cha 

itor MALONE. Yes. 

\iepLi Y. This does not eorTregate between the 
ic. This is all tungsten transactions to date. 

tor Martone. Then your sales clude some 

tungsten: is that right ? 

WaLsH. Some of it was sold, a small quant 

tor Matonr. You sold it at a lower price 


WALSH. No, sir. We would have made money on that, because 

the regulations we are required to pay S63 Tor domestic prod 

At the time the ceiling pl ice Was Sbo , 
Price Administration. So on any that we sold from domestic pro 


1 


tablished by the { thi e 


on we would have sold it either at $65 or S63. 
itor Martone. Then you lost money on the foreign purchases 
\ir. Wausw. That is right. 
senator M ALONE, What did you pay for the foreign pur hases ¢ 
Warsu. The prices ranged, as I stated, from S65 on a s! 


/ 


basis, down to $52. 
Senator MALONE. How would vou lose money if you sold it for $65 


Mr. Watsu. Most of that loss incurred in here, I think you will find, 


3} payment of duty to || reasury. 
Meptey. That 1s correct. 
Mr. Watsu. We had to pay duty to Treasury, to Customs, on this 
erial, and I think the great majority of the loss is in the payment 
money to Treasury for duty. 
itor MALONE. | think it would be a good idea to itemize how 
of this material that you sold was purchased from domesti 
es and how much from foreign sources, how much you have stil] 
ind from domestic sources and how much from foreign sources, 
just how the money was lost. 
Mr. Wausu. I can give you some of those figures right now. I 
not give you the dollar value, but I can give you the quantity sold 
the foreign. On the foreign, 3.418418 pounds sold to industry. 
Senator Matone. This is foreign purchases ¢ 
Mr. Wausu. That is foreign; yes, sir. 
Senator Matoner. This is the amount of the foreign pure hases that 
is sold ¢ 
Mr. Waunsu. Yes, sir. 
Senator Matone. It was purchased at from $52 to $65 per unit ? 
Mr. Wausu. Yes, sir. 
Senator Matonr. And sold at $65? 
Mr. Wausu. Yes, sir. 
Senator Matonr. No difference in the sale price, $65 / 
Mr. Watsu. No, sir. That was all sold while the price ceilings 
ere in effect. 
Senator Martone. How much did you buy of the domestic pr due 
on / 
Mr. Watsu. Of course, the domestic production is an open pipe 
ne which permits them to put against that program the tungsten as 
fast as they produce it. 
Senator Matonr. Up to how many units? 
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Mr. Watsu. Up to 3 million short-ton units. 

Senator Mavonr. How much have you purchased to date, let 
say June 30? 

Mr. Wausu. The latest figure I have here is September 25. T} 
have delivered against that program 379,198 short-ton units. 

Senator Martone. For which you have paid $65. 

Mr. Watsu. $63, sir. 

Senator MALoneE. The price ceiling is gone now, of course, the $6 

Mr. Watsu. The price ceiling of $65 is gone, yes, sir. That. went 
out when the Office of Price Administration went out. The $63 
mestic program price Is a fixed price. 

Senator Martone. You have purchased, then, domestically abou 
7,983,960 pounds. 

Mr. Watsu. WO,, or about 6 million pounds of W. 

Senator Martone. This 3,418,418 pounds is foreign purchases ¢ 

Mr. Wausn. That is right, W. 

Senator M ALON FE, In other words, the metal? 

Mr. Wausu. Yes, sir. 

Senator Martone. In this purchase of foreign material did we 
clude how much has been sold now ? 

Mr. Wausn. Of the foreign material that figure I gave, 3418415 
pounds. 


Senator Martone. How much do we still have on hand of the foreig 
material / 


| 
a 


Mr. Warsi. To round out the picture, sir, I have already given yo 
the amount purchased, and against that I will give you the tota 
amount delivered. That is 22,541,566. 

Senator Mavone. That is pounds? 

Mr. Watsn. Yes, sir. 

Senator Matone. How many units would that be, so we will hav 
the same reference here ? 

Mr. Wausu. That is all on the same basis, sir. 

Senator Matonr. You eave us 379,198 units of domestic materia 

Mr. Wausu. That was short-ton units. It comes out to about 6 n 
lion pounds of W. 

Senator Matoner. Six million? 

Mr. Watsu. Yes, sir. 

Senator Martone. Let me ask you about this duty payment. Has 
the Government started paying the duty, import fees or tariffs, on 
materials purchased for its own use ¢ 

Mr. Watsu. No, sir. 

Senator Martone. How come you paid it on this? 

Mr. Wausu. It was sold to industry. 

Senator MaLone. It was sold to industry 4 

Mr. Wacsu. That 3 million pounds, that is what we paid the duty) 
On. 

Senator Martone. But you do not pay the duty until you sell it t 
industry. 

Mr. Wausu. That is correct. 

Senator Martone. I understand that no duty at all was paid o 
any imports, purchases, either by the Government or for the Gover 
ment, until or unless it is disposed of to private industry. 

Mr. Wausu. That is correct, sir. 
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itor MaLtone. Then the Government pays the duty, whatever it 
be, whatever article it is, and charges it in the ceiling price. 


sig \ir. Wausu. Yes, sir. 
her Senator Matonr, Or at least it is included in the ceiling price / 
Mr. Wausu. Yes, sir. 
Senator MaLtonr. What does the duty amount. to? 
\ir. Wansu. On tungsten / 
Se: Senator MaLong. On a unit of tungsten. 
vent Mr WaALsH. It is 50 cents per pound ot tungsten content, or S793 
d per short unit of WO. 


senator M ALONE, You are disposing of these units to private indus 
bine try at $65. What do you get from them now ¢ 
Mr. Wansu. We are not selling any now, sir. We have not sold 
since the price ceiling was removed by OPS. Industry has not 
be neh any tungsten from us, 
Senator Matone. Then you do not sell any al less than S65 4 
Mr. Watsnu. No, sir. 
Senator Martone. Did industry pay the tariff or did you pay it ? 
Mr. Wausu. The Government had to pay the tariff because the 
ne established by OPS was a $65 ceiling for tungsten in this 


41s country, Which meant that any duty paid was in that price of $65. 

Senator Martone. If they were importing the tungsten and you 
307 paid the tariff on $65, what they were really getting the tungsten for 
- was $65 less the tariff, which would be $57.07. If they purchased it 
vo from foreign sources and paid what you paid for it—What did you 
ota pay for this foreign tungsten ¢ 

Mr. Wausu. $65 down to $52.50. 

Senator MaLtonr. Let me get this straight for a minute. You paid 

465 to foreign sources / 

ave Mr. WatsH. Yes, sir. 


Senator MaLone. Then vou paid $7.93 to the Government for tariff 
n addition to that / 
ial Mr. Wausu. Yes, sir. 
1] Senator Manone. In other words, it cost the Government $72.93 ? 
Mr. WausuH. Yes, sir. 
Senator MALONE. You sold it for $65 / 


Mr. WausH. Yes, sir. 


Tas Senator Martone. In other words, if private industry had bought 
0} this tungsten from foreign sources and paid $65 and paid the tariff, 


t would have cost them $72.93 ¢ 

Mr. Watsu. That is correct. 

However, what industry did, sir, in order to cet around the OPS 
regulation—the OPS regulation said you could not sell it in the United 
States for more than $65. 


it\ Senator Manone. It would appear to a casual observer that they 
ived the tariff by having you buy it. 
to Mr. WausH. Some of them did. Others went out and bought then 


material in the foreign markets as a principal and paid up as igh 
is $80 for it and paid the tariff. 
0 Senator Martone. But in buying it through you they saved paying 
‘nN the tariff. You paid it. 
Mr. Wausu. That is correct. 
Senator MaLone. Do you think that isa pretty good idea ¢ 
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Mr. Wausu. That is what we were cirected to do, sir. 
Mr. GuMpe.. That was the purpose of the program, Senato1 
that time OPS would not raise the celling price, and industry 
not get tungsten. So, 1n order to break the deadlock, the Def 
Production Administration ordered us to do what in effect 
ubsidy. 

Senator Maione. | understand through all these alphabetical ag 
cies you merely carried out your orders, but the act did not direct \ 
to pay the tariff for private industry, did it ¢ 

Mr. GuMBEL. The act authorized us to pay a subsidy. 

Senator MaLong. The act was written so that through these al) 
betical agencies, as you explained, you could pay the tariff for pr 
industry / 

Mr. Gumpet. That is right. It was a question of whethe 
raised the celling price or whether you subsidized. That came up 
during the program. Wealwaysran intothat problem. 

Senator Martone. It still comes right back that you paid the ta 
fo. private industry. In other words, if you had let them alone t} 
would go out and purchase the tungsten and pay the tariff and get 










































































private industry and you had to do it / 

Mr. Wausu. No, sir. They could have bought it. 

Senator MaLone. At the same price / 

Mr. Gumpexu. I might add, Senator, it would increase the cost 
tungsten steel very, very little, if any. 




















Mr. Gumpeu. Yes, that is right. 

Senator Matone. You can pay 10 cents a pound or 50 cents a pou 
for the soda, and it does not increase the price of biscuits very mu 

Mr. Gumpert. That is exactly the way it is. 

Senator Marrone. But it looks to me as if the Government has be 
used here. Did you ever think of that, Mr. Walsh ¢ 

Mr. Watsn. Yes, sir, I did. 

Senator Mavoner. Did you object to it? 
Mr. Wausu. We objected very strenuously to the ceiling price 
this. 

Senator Mavone. Who fixed the ceiling price / 

Mr. Watsu. The Office of Price Stabilization. 

Senator MaLtong. Who was the head of the Office of Price Stabiliz 
tion ¢ 

Mr. Gumpen. The last was DiSalle. I have forgotten who was 
fore that. 

Senator Matonr. Who encouraged DiSalle to set it 7 

Mr. Gumpen. It was provided in the act and implemented by 
order. 

Mr. ELLIOTT. The Office ot Price Stabilization was 
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duction Act. Actually, like the Defense Production Administrati: 











Defense Mobilization. 


Senator Matonr. Who was at the head of that great organizatio 
Mr. Exnsorr. Mr. Charles Wilson. 














here, Is there any of this tungsten that could not be pure hased | 


Ol 


Senator M \LONE. Of course, it is like soda in the biscuits, is it not! 


emergency agencies set up by executive order under the Defense Pr 


it in those days reported to what was the then emergency Office « 
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}" MALONE. Do you think Mi Charles Wilson had In mind 


\ he tariff amount for industry in these various metals that 
( hased ? 
fens Mir. Exatorr. I frankly do not know what he had in mind any more 
| Nii Gumbel could answer that. 
\I (7UMBEL. You refer to the trouble about w iwes 1n the steel in 
ay ind the price of steel, which was the cause of Mr. Wilson’s 
ition. While he was theoretically masterminding the whole 
e Production Act and all of its activities it was not so easy for 
to do so because the Office of Price Administration and the Office 
Vage Stabilization were pretty touchy and were pretty sensitive 
es. 
tor Matonr. What is the Office of Wage Stabilization? What 
\ir. Gumper. That yas another agency that was set up presumably 
ceiling on wages. Of course, if you remember, it did not 
it ieceed in holding the ceiling. 
e tor Martone. Does that have anything to do with the National 
Relations Board ¢ 
Vir. Gumeet. That was strictly an emergency agency that was set 
It was really part of the Office of Econom Stabilizati Nn. 
Senator Matonr. What date was this set up? 
\ir. GumBet. I think in 1950, wasn’t it 4 
of Senator Maronr. What was the emergency ¢ 
Mir. Exusorr. The fall of 1950. 
ot / \ (sUMBEL., After the Korean war broke out, the idea was oO 


salaries, waves, and prices. 
s ator M ALONE. This Was TO freeze the pri e of tungsten and to pay 


ind : 
4 tariff through the Government ? 
Mr. GumpBew. Yes. 
7 Senator Marone. That is a very interesting development, Mr. 


Walsh, with your organization. Do you have any further explanatio1 
ke of it ? 

Mii W ALSH. No, sir. We were directed to do It, and we abided by 
orders that were given us. 

Senator Matone. But not by Congress. It was simply an act under 
ch it could be manipulated to pay it. 

Mr. Wausnu. That is right. 

Senator MaLonE. That is right ? 

Mir. Wausn. Yes, sir. 

Senator MaLtongE. Who manipulated it ? 

Mr. Wausn. The Defense Production Administration. 

Senator Martone. Mr. Edmund T. Gibson, Deputy Administrator, 
«ted Mr. Jess Larson of the General Services Administration, in 

fect, to pay the tariff for private industry - is that it? 

Mir. Wasi. To absorb the costs, yes, SIP, and tariff was one of those 


I 


Senator Matonre. What are some of the other costs that you are 
ssorbing ¢ 
Mr. Watsu. The handling at the port and the inspection would be 
) osts that have been absorbed in that. 
Senator MAtonr. What would that amount to? 
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Mr. Watsn. That would be very small. I think it is in the 
borhood of $8 a short ton. , 

Senator MALONE. $8 a short ton ? 

Mr. Wausn. Yes, sir. 

Senator Marone. This tungsten being imported is in short-t 
units already refined, so a ton of tungsten was a good deal of tungste 
Or did we refine it here ? 

Mr. Watsu. It came in in concentrate, but it was converted 
metal here. 

Senator MatoNne. What was the content of this refined concent: 

Mr. Wausu. It gets back to your 15.862. 

Senator MaLtone. Your concentrates, 20 pounds a unit, were of y 
percentage ¢ 


/ 


ite 


Mr. Wausu. That is computed on the basis of 65 percent. 

Senator MALoNe. It still would not amount to very much at $8 at 
when you related it back to the concentrates and the costs. 

Mr. Wausn. No, sir. 

Senator Matone. What about the transportation paid from fore 
countries? Was this delivered to the United States or did you | 
the freight ¢ 

Mr. Watsu. It was delivered to the United States. 

Senator MaLone. But you paid whatever there might be in wharf 
age costs and storage costs and transportation to storage / 

Mr. Wats. Yes, sir, if they were involved. 

Senator MaLtong. What did that amount to? 

Mr. Watsu. I would say around $9. 

Senator MaLone. Including warehousing ? 

Mr. Watsu. There was very little warehousing at this time. It 
moved clirectly. 

Senator MALone. From the warehouse to the user or buyer, private 
industry; who paid that cost / 

Mr. Wausu. The buyer. 

Senator Marone, They took it out of the warehouse and paid all 
the costs ¢ 

Mr. Wausu. Yes, sir. 

Senator Martone. What would you say all the costs that you paid, 
besides the tariff, would amount to per unit of tungsten ¢ 

Mr. Wausu. I would say probably about 30 cents. 

Senator Matonr. Was that $7.98 that it amounted to for the tariff ’ 

Mr. Watsnw. $7.93. 

Senator Martone. Then we could say $7.93 plus 30 cents. What 
cid you call these costs included in the 30 cents ? 

Mr. Wausn. That is port charges and handling at port and movil 
to storage. 

Senator MALone. To warehouses / 

Mr. WausH. Yes, sir. 

Senator Manone. About $8.23 that the Government loses, then. o 
each unit of tungsten. 

Mr. Wautsu. That was sold: yes, sir. 

Senator Martone. Of course, in these costs none of the overhead of 
your organization, salaries or anything, is included, is it? 

Mr. Wats. Not in those figures I gave you, sir. 
know if they are included in the loss or not. 


I really do not 
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tor MALONE. What would you say Is the monthly or annual 
operation of your organization, the Emergency Pro urement 
e? What would you say roughly it costs the Government. to 
that Service? 
WALSH. I would have to refer that quest on to Mr. Medley. 
Mepiey. For fiscal vear 1954 we have approached the sum of 
),000 for all activities conducted by the General Services Adminis 
under the Defense Production Act. That not only includes 
vities of Mr. Walsh’s department, but it also includes all ac 
he and auditing expenses ; it also includes the costs of Managing 
ihine-tool program. 
itor Matone. What is the machine-tool program?’ Are you 
ng machine tools, too? 
Meptey. That is right. It has several phases to it, sir. I be 
there are others more competent than I in our organization to 
the nian facets of it. It does entail some purchases ot 
\ ne tools, the leasing of them, and so forth. 
Senator MALONE. What do you do with the machine tools / 
Mr. Mepiey. Mr. Elliott, do you want to take that one / 
Mr. Exvniorr. Perhaps I could explain that very briefly, sir. That 
ram was one of those authorized under the Defense Production 
It started originally as what we call a pool-order program, that 
to say, We gave orders to machine tool producers to keep product lon 
Ine. 
They had the right to put the tools to the Government if they could 
find any other purchaser. The theory of the pool order was to 
et these machine tools under production ahead of the time when the 
litary could pinpoint their requirements. Their right to put the 
whine tools, as I recall, was their list price less 12% percent. 
Mr. GUMBEL. 1714 percent. 
Mr. Exniorr. 171% percent. So they had an incentive to go out and 
iweressive salesmen and try to sell the tools. 
The other phase of the program authorized byy another section of 
e Defense Production Act was the purchase by the Government of 
certain specified machine tools and their installation in private plants. 
These were either tools that had a highly specialized military use, or 
that were for the production of military items and, while usable for 
commercial items, were in excess of normal requirements and would 
therefore not be bought by the ordinary manufacturers. 
Senator Martone. Then they let contracts to these people and paid 
them for the material for which they used the tools to manufacture. 
Mr. Exntorr. The Army, or the Navy, or the Air Force; yes, sir. 
Mr. ¢ TUMBPL. Senator, those tools were leased, you understand. The 
manufacturers paid rental of 12 percent per annum on the cost of the 
tools. 
Senator Martone. To the Government / 
Mr. Gumpet. To the Government. 
Senator MaLone. In lieu of payment ¢ 
Mr. Gumpewt. That is right. In other words, we leased them to 
any at 12 percent per annum, and when they had no longer use fot 
em for defense purposes, they could return them to the Government. 
Senator Mavone. At 12 percent per annum, in 8 years they would 
L\ for themselves, theoretically. You charge them to them at the 
ime price you paid for them ? 
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Mr. Gumpen. If they wanted to buy them, yes. There was 
vation o1 their part to buy. vou see, 


at 


Senator Manone. 12 percent ¢ 

Mr. Gumpet. That was the rental. 

Senator Martone. 12 percent ? 

Mr. GuMmpe.. Yes. 

Senator Mavonr. The 12 percent, then, was 12 percent of the 
ase pl e of the tools to the (;,overnment ¢ 

Mr. Gumpen. The purchase price plus the cost of installation 
freight and evervthing : in other words, the gross cost to the ¢ 
ernment 


Senator MaLone. They ‘ould pure hase the tools if they wanhter 
and let this apply on the purchase price ‘ 

Mr. Gumpe.. Yes, sir, less interest. 

Senator Martone. Could they buy any other than domestic t 


Mr. Gumpen. Actu illy it was onlv domestic tools. There was 1 


win tl 


ie regulation that prevented them buying foreign tools, 
“at tually there were no forelon tools purchased. 

senatol M ALONE, Tell me, Mr. Walsh, does this delicate operat 
of pay ing the tariff for private industry extend to other metals ? 

Mr. Wausn. The tungsten is the only program. 

Senator Martone. You buy other minerals, however ¢ 

Mr. Watusn. Those are for the stockpile, and therefore there 
duty paid on them. 

Senator Matonr. There is no provision for selling to private 
dustry any other mineral than tungsten ¢ 

Mr. Waursu. There is. The specific authority here that we hay 
bee! speaking of deals with tungsten only. However, under the De 
fense Production Act, regardless of how that material is acquired, 
whether it be domestic or foreign, there is authority under that 
to sell these materials to industry if there is need in industry for 
them. 

senator M \LONE. Has it ever been done? 

Mr. Wausnu. Some of the domestic minerals have been sold to 
dustry. 

Senator Matonr. Have some of the foreign minerals been sold t 
industry 4 

Mr. Watusn. Not to my knowledge, no, sir. 

Senator Martone. This is the only instance that you would kno 
of your own knowledge, where that type operation was manipulat 
to pay the tariff / 

Mr. WatsH. Yes, sir. 

Senator Maronr. And the cost of transportation ¢ 

Mr. Wausn. I think the language says to absorb the costs, what 
ever those might be. 

Senator Matonr. The language of what? Just what does the act 
say in that regard? Would you read that again? I am interested 
knowing and in your quoting now the exact language upon which 
the letter is based, and what makes you think that you are directed to 
pay a subsidy on these minerals. Who decides when and if you 
are to pay it? 

Mr. Exviorr, Answering your last question first, we were directed 
to purchase foreign tungsten at whatever prices we could get it for 
In some cases the best price Mr. Walsh could get was $65.00. 
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Senator MALONE. Why did you pay $65, as we had set in the 
ted States # 
\ir. Exurorr. I would rather Mr. Walsh answer that. 
Senator MALONE. Would you answer that, Mr. Walsh 7 
\ir. WALSH. We refused to pay a price beyond $65 in the hope that 
uid bring the market down. The foreign market at that time 
iveraging between $80 and $85, and we refused to pay in excess 
f $65. 
itor Matone. Where was this tungsten coming from, selling 
$X0 to $85 on the markets of the world ? 
Mr. WatsH. Spain, Portugal, Australia, Thailand, Argentina, 
land the Belgian Congo. 
Senator Matone. What wages do they pay in these countries? You 
have studied this matter if you are talking about trying to 
y foreign materials at a fair price. 
\ir. WausH. I have never made a study of the wages they pay, sir. 
Senator MaLtonr. You have never taken that into consideration or 
en discussed it with them when you were talking about price / 
Mr. WatsH. In most cases you are dealing with American interests 
erthan with foreign producers. 
Senator MaLonr. It seems to me that would be an added incentive 
to ask what wages they are paying in these countries. You never did 
that ? 
Mr. WatsH. No, sir. 
Senator MaLtone. You know they are only a fraction of what they 
re here, of course. 
Mr. WausH. Yes, sir. 
Senator Matone. So you purchased from American producers in 
ese nations without questioning them, paying them the same as you 
Lid domestic producers / 
Mr. Wausu. At that time, sir, we were not buying any domestically 
ill. All of the domestic production was going into industry. 
Senator MALonE. What time was this? 
Mr. Wautsu. This was in 1951. All the domestic production was 
ng absorbed by industry, and industry had to look to foreign sup 
ers, Which they have always had to do, to get enough tungsten 
to meet their needs. 
Senator MaLone. Always? 
Mr. Wausw. I think there was a period in 1947 when the imports 
foreign nations went down to practically nil. The domestic 
luction was able to meet it. 
Senator Matone. Why do you think the domestic production 
doesn’t meet most of it now ? 
Mr. WALSH, I think tonnagew ise there Is enough being produced 
iestically to meet the demand, I would say. 
Senator Matone. Do you think that manipulations of these alpha 
betical agencies have anything to do with the inability of the domestic 
roducers to meet the demand ? 
Mr. Wausn. I think it is a matter of choice, sir. 
Senator MALoNge. What do you mean by a matter of choice? 
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Mr. Wausu. On the part of the consuming industries. Most 
vou foreign tungstens are of a higher 
production. 

Senator MaLtone. When you use them they are not of higher 
ifter they are concentrated. 

Mr. Wausnu. The domestic contains more Impurities. It 
tion of removing the Impurities, 


grade than the dome 


rrace 


IS aq 


{ues 


4) 


Senator Matoner. They contain more impurities when they are 
to the steel industry ( 

Mr. Watusu. The domestic users of tungsten have most of the 
arrangements made with those companies who produce a high gr 
domestic concentrate. 

Senator Mavone. What do you mean by high grade? 

Mr. Wausn. Running 65 percent or better. 

Senator Matone. Is that not what concentrates generally run, 1 
eardless of what the ore ran in the beginning ? 

Mr. Wausn. If you process it long enough you could get it up t 
that, I imagine. 

Senator Martone. Is that not the specification ¢ 

Mr. Watsu. The specification is 65 percent. 

Senator MALoNeE. They fill it, do they not ¢ 
Mr. Watsu. Not this domestic production. It isn’t coming up t 
that. 

Senator MaLtone. What do you accept from domestic production / 

Mr. Wausn. It runs down below that. Do any of you remember 
that offhand? I can look up the regulation if you don’t. It runs 
below that, sir. Somebody who can read better ‘than I should read 
that. I can’t see it, it is so small. 

Mr. Gumpev. It runs down to 55 percent of tungsten trioxide. Di 
you want the figures for each different ore, sir? 

Senator Martone. No. What I really want to know is_ what 
trouble or difficulty you are having with the tungsten producers ii 
this Nation that keeps you from buying it and buying foreign tung 
sten instead of the domestic production. 

Mr. Watsu. We are haying no difficulty at all, sir, with domesti 
producers. We are t: king all they will put to us. 

Senator Martone. But you complained about the grade. 

Mr. Wausn. Under the regulation we are taking tungsten they 
produce within this regulation. 

Senator Matonr. What are the regul: itions 7 

Mr. Watsu. Again I will have to refer back to somebody who ca 
read that fine print. 

Mr. GumbBex. Percentage of tungsten trioxide required with respect 
to each of the following. There are two columns 
minimum, 


ce 


standard and 





lor feberite the standard is 60, the minimum is 55 percent; for 
hubnerite, the standard is 60, the minimum is 55; for wolframite the 
standard is 65, the minimum is 60; and for scheelite the standard 
60, the minimum 55. 
Senator Martone. Tell me why, then, you just said a minute ago that 
vou prefer the foreign because it is higher grade. 
Ir. Warsi. I said industry did, sir. 
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itor Matone. Industry does not like the domestic production, 
you are telling the committee, because of the limitations on the 


Wasi. That is right, sir. There is some domestic produ 
ere Isa limited number of mines that produc eto spec fications 
ire satisfactory to industry. 
ator MALONF. Industry takes the 65 percel { That can be con 
ited o1 smelted to any erade necessary, can it not i 
WALSH. | believe SO. 
FreDELL. That involves additional cost. 
itor Matonr. Do you know what that additional cost is 4 
FreveLL. It would vary with the particular mineral they were 
itor M ALONE, Give me some idea. 
FREDELL. I couldn't. 
itor Matonr. You do not know a thing about it, is that right / 
FrepELL. I don’t know the details of the cost. 
ator MALoNrE. You do not know what the cost would be. do vou / 

Mr. Wausu. As I understand it, sir, they take this and either go to 
, powder or they go to a ferro. That is the next operation. 

Senator Martone. But the objection of Industry to the domesti 

wluetion—this is a very Important item, now is that it cannot be 

dled as economically as the foreign product and the difference is 

ugh to make them prefer the foreign product 4 

\ir. WausH. I would Say that is correct, sir. 

‘el itor MALONE. We are Going to have both the producers and the 

rs here, so we will clear that up. But that is the only reason, then, 

you would prefer to buy the foreign product ? , 

Mr. Warsi. I have no preference. As long as it meets the speci 

ition, I have no preference. 

Senator Matone. These domestic producers are meeting specifica 

ns, you say, and industry is consuming their production. Is there 

in excess of domestic tungsten / 

Mr. Wausu. We are taking from the domestic producers all of the 
tungsten that they cannot sell to industry ; all of it. 

Senator Matonr. Then what you are saying is that there is pro 
luction above the demand in industry, or are you still furnishing the 
foreign product to private industry. 

Mr. WatsH. We have not sold any foreign product to industry 

over a year. 

Senator Martone. Do you know whether industry is importing 
tungsten ¢ 

Mr. Wausu. I am sure they are: yes. 

Senator Matone. Do you know how much the domestic production 
of tungsten is short in meeting the domestic industrial requirements? 

Mr. Waus#. On a tonnage basis / 

Senator MALONE. Yes. 

Mr. Wausu. No, sir; I do not know. But I would like to repeat, all 
of the domestic production that industry is not taking up 1s put to the 
Government. 

Senator Matone. You are buying it under the Tungsten Act. 

Mr. Wausu. That is right. 
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Senator Matone. Under the extension of the Tungsten Act 
we passed here this last session / 

Mr. WatsH. Yes, sir. 

Senator Manone. I think that is good on that particular ] 

We have already entered inte the record the act under whi 
Emergency Procurement Service is operating / 

Mr. Wats. Yes, Sal. We did not complete li, though. 
Although it is in there. As of August 14 the Defense Materials P) 
curement Agency was liquidated by Executive Order 10480 at 
functions performed by Defense Materials Procurement Agency 
transferred to the Emergency Procurement Service as the M ute 
Division. So that rounds it out complete ‘ly. 

Senator Matonr. Where the real : tuthority now rests is with M 
Flemming as Chairman of the Office of Defense Mobilization ? 

Mr. Wausu. Both under Public Law 774 and Publie Law 52% 

Senator MALoNnr. In other words, he is the last word. 


Mr. WatsH. Yes, sir 

























APPLICATION OF THE BUY AMERI( 





AN 





ACT 
Senator Matone. Now let me ask you, Mr. Walsh, if you ar 
miliar with the following passage of Public Law 520, 79th Congr 
1946, a statement made by the President of the United States 
approving Senate 752. ‘That statement is dated July 23, 1946, 

mediately after the passage of the act. 

Mr. Wausu. I recall seeing the letter but I do not remember 
contents, 

Senator Matone. It says: 























I have today signed the Strategic and Critical Minerals Stockpiling 
because it is important to the national interest that this Government 
the power to acquire stockpiles 

It is only because of the overriding importance of this purpose that | 
able to overcome my reluctance to signing a bill which reaffirms the apy 
tion to stockpile purchases of the provisions of title III of the act of Ma 
1933 (47 Stat. 1520), known as the Buy American Act. Those provisions 
not only materially increase the cost of the proposed stockpiles but will 
to defeat the conservation and strategic objectives of the bill by further 
pleting our already inadequate underground reserves of strategic mate 

Furthermore, there can be a serious conflict between those provisions an 
foreign economic policy which this Government is actively pursuing. It 
seems to me that the application of the Buy American Act may frequently hai 
the effective achievement of the essential purpose of the legislation which 
enlarge the stock of the vital raw materials available within our borders in t 
of possible emergency. 














Do you agree with that general sentiment expressed in that stat 
ment ¢ 

Mr. Watsn. Yes; I do. 

Senator Martone. I think I have no argument with you, then, ex: 
to say and call further attention to the fact that you paid $65 f 
tungsten and I suppose comparable prices for all others, which we 
get into later, to fore ign pure hases using labor costing any where fr 
10 to 50 percent of the labor costs in this country, and it being held 
out in general statements that of course under those conditions it 
be purchased cheaper there, but you are paying the same price t! 
you pay for domestic purchases. How do you figure that out ¢ 
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\f) ELLIOTT. [f I ould interject, sir. ] think the answer that 
e time, that is in 1951, due to the expansion of industry and the 
for military requirements, there just wasn’t enough domesti 
en to go around 
Gumpet. And the stockpile requireme 
Knuiorr. Yes. 
itor MALONE. So you were subject to a sort of blackmail. 
Enniorr. That is correct. 
itor MALONE. You had to pay al he traf would bear. 
MLLiorr. That s correct 
tor Martone. The point I would m that you do not get it 
r because of « heap lnbor. You pay what the traflic will bear 
Exurorr. That 1s correct; yes, sir. 
itor Matonr. But you do not believe in the Buy American Act? 
Mr. Wausn. Yes; I do. 
Senator Manone. The sentiment here that you just expressed was 
t you agreed with Mr. Truman, who is against it. 
Mr. AptermMaAn. Perhaps you would like to read this [indicating 
tter]. 
Mr. Watsn. All right. I would like to iniect something here. if I 
~ which | think may be he Ipfi ito vou. Ba k whel forelg tung 


was selling for around S18 we made contracts with domestic pro 


rs at $26 a unit. 
senator MALONE. And vou ad ad earry out the Buy \merican Act? 
Mr. Watsu. That is right. To get those mines into production. 
itor Martone. When did you abandon the policy ? 
Vir. Wantsn. We didn’t abandon it, sir. What we were ordered 


do was to terminate those contracts to permit those producers to 
that tungsten to industry at higher prices when the prices wer 
iling. We did that. 

Senator Matonr. Do you believe now that in purchasing foreign 
terials and domestic materials the Buy American Act should be 

into consideration ? 

Mr. Wausn. On those materials wherein the source of supply 
nestie a well is foreion, | believe it should. 

Senator Matonr. I go on with the President’s letter: 


The Buy American Act requ t t only ar s produced or manufactured 
m materials originating in the United Stites sl be purchased for public 
However, the act also provides that exceptions to this rnle may be made 
hen buy American purcl 
nterest or the cost to be unreasonah! ; This provision clearly indicates 


determined “to be inconsistent with the ] 


t the stockpiling program should no used as a means of general subsidiz 
g those domestic producers who « rwis annot compete successfully with 
ther domestie or foreign producers 

In other words, the Buy American Act, he says, should not be use: 
to enable domestic producers to produce in competition with foreign 
producers. Do vou believe that ¢ 

Mr. WALSH. What we did, sir. There was a revision made to the 
Buy American Act, I believe in 1949 or 1950, which permitted us to 
reach a finding that the material was for national defense and there 
fore we could 20 beyol d the going market pl ices. and we did do that. 

Senator MAtonr. This is for foreion material ? 


Mr. WALSH. For domestic material. 
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Senator M ALONE, You did not need any revision in the Buy Am 
can Act to go beyond the foreign price. But the President Say 


so many words that if they cannot compete with forelgn produ 


you should not use domestic purchases. 


Mr. WALSH. We did in some cases: ves, sir. We paid more ul 


that finding than we could buy for in the foreign field. 


Senator Manone. Did you do that subsequent to July 23, 1946 


Mr. Watsu. Yes, sir. 


Senator Martone. More for domestic purchases than you did 


foreign / 
Mr. Wausn. Yes, sir. 
Senator Martone. Under the Buy American Act? 
Mr. WALSH. Yes, sir. 
Senator MaLons. Continuing the President’s letter: 


Furthermore, to insure the necessary stockpiles are accumulated us 
as deemed advisable and with a minimum cost to the public, this aet should 
be used as a device to give domestic interests an advantage over foreig 
ducers of strategic materials greater than that proy ded by the tariff 


1 


In other vords, vou should not use the buy Ame} can clause. 
you abide by this order ? 


Mr. WatusH. In cases we did not abide by that order. We } 


domestic producers more than we could buy for in the foreign field 


Senator MAaLone (reading) : 












It is the policy of this Government to work for 
trade barriers 


Do you agree with that sentiment ? 


Kt 


Mr. WaALsH. That is a policy statement, sll I would not 
comment on that. 
Senator MALONE (reading) : 
We have proposed to other countries a set of principles governing trade 
lock forward to the successful conclusion of broad international arranger 
} 


embodying the essential principles of these proposals. Pending th on 
of such arrangements, it is the policy of 
ures that will raise barriers to trade or prejudice the objectives of the 


coming discussions We are asking other countries to follow 
The United States is opposed to governmental policies fosterir 
for itself as well as for others Enceouragement of 


duction and unjustified preferential treatment of 


zg aut 
uneconomic domest 
domestic producers de 
trade and so undermines our national economic strength. <A 
sound \ based international trade is essential if we 
in the United States, build a durable structure of world economy and 


! of world peace and security. 


ROE 


I should say that the policy of these alphabetical agencies has 


ar 


1¢ 


to avoid paving the tarifl ana has con iphied with this letter. The 


tunl effect of it has been to do Just that 


Mr. W ALSH. Under Publi Li: we there has been a oreat cle 
domestic expansion undertaken at prices which 


now existing world price. So there is a parting of t 


h 
immediately unde what Is gong on today as expresser 


e 
letter 


wit] 1 
Senator \IALONE. | guess you got your tstructions 
that time. 


Mr. Wansu. Yes, sir 


senator Martone. It is probably verv well that we wrote it i 


{ 
l 


} dat t administration of the ac ISany indication, 





from Cong 


similar poli 


international action to red 


this Government to avoid taking me 
for 


large volume 
are to achieve pros] 


| 


erl 


attain o1 


hee! 


| 
| 


are higher than t 
Ways the 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS Ji 


have here volume V of the Paley Report. Are you familiar with 
Paley Report ¢ 
\| WausnH. I had an opportunity to read a few chapters only. 


Y-SEVEN PERCEN'T OF STOCKPILE PURCHASED FROM FOREIGN SOURCES 


tor MaLone. The Paley Report says on page 141, column 1, 


e Buy American provision: 


gin to 2 


is then following the rule of limiting the allowable price mar 
ove world price plus any tariff. This rule is no longer applied rigidly 
\iunitions) Board is now under instructions to judge the reasonable 


e differential in each particular case and to exceed the 25-percent limit 
tional cases justified by strategic urgency By June 30, 1951, 77 percent 
naterials purchased under Public Law 520 bad gone for foreign | 


} 


riit 


< 


ateriais 
at about ri ( 
Warsu. That ts approximately correct, SI1r. 
itor Matonr. That is a long time after World War II. Still 
war III was going on. Is that the reason that 77 percent of 
is purchased from foreign sources ¢ 
Mr. WatsH. No, sir. A lot of the materials in the stockpile do not 
ve a domestic source. 
Senator Matonr. For example ¢ 
lr. Warsi. [do have a study compiled by the Muntions Board 
If you wish, I will run down it. I can let you have this 
er I read from it, or do you want it in the record? Would that be 
Senator MaLtonge. You may read from it. 
Mr. Watsu. We will go down the list, if you don’t mind. 


On the aluminum oxide abrasives, 77 percent of that is foreign. 


Ne 


\Ir. 


ator MAtonr. That is 77 percent of your yurchases ¢ 
WatsH. Seventy-seven percent of the 

ts. of the total United States requirements. 
Senator MaLonr. Has been purchased from foreign sources ? 


Inited States require 


Mr. Watsu. Is foreign; yes, sir. 
Senator Matonr. That 


n Torelgn sources. 


Mr. Wausu. Yes, sir. And of course therefore your take to the 
; f 


(pile would relate itself to these percentages, 
Senator Martone. Go ahead. 
Mr. W \LSH. Aluminum, DU pel ‘ent as of the date of this study was 
tic production. Right now I should say that ; 
, Way up closer to 95 or DY. 
Senator Mavone. What is the date of this 
Mr. Wausu. This is November 1952. 
() 


is what you mean, it has been purchased 


percentage 1s 


antimony, as perce nt was imports. 


Asl estos, amosite, LOO perce! tk chrysotil ST percent; ind Crocido 
LOO percent. 


i> xite 1s 60 percent ; beryl Is SS) perce t: Dbisn uth, ~2i percent: hog 


ties, 100 percent ; cadmium, 20 pereent and celestite, 100 percent. 
irome, ¢ hemi al ores, ¢ hemical chrome . LUO percent 


: metallurgical 
ercent, 


ator Martone. There is no chrome in this country: is that right 7 


Mr. WALSH. Yes, sir. There is some being brought in now. We are 


iting this depot out at Grants Pass in Oregon. The first vear of 
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operation it brought im 10,000 tons. Phi year, as Of now, 
brought in 29,000 tons. 

msenatol M ALONE, Are you famiul il with the pri e of chrome, hoy 
fluctuated after World War II? 

Mr. Wausu. Yes, sir. 

senator MALONE. It went clear below any po ible production 
this country; did it not? 

Mr. Wausu. Yes, sir; that is correct. 

Senator Matone. In other words, it probably had something to do 
with the topping of domestic production. 

Mr. Wausu. That is right, sir. 

Senator Martone. Are you familiar with the rise in production 
during World War II? 

Mr. Wausu. No, I don’t recall the figure, sir. 

Senator Martone. It went up with the price. 

Mr. Wausn. Getting back to the discussion on Buy American at 


Grants Pas Depot, the price being paid is away in excess of the for 


eign price. So there again we would be in violation of this. 
Senator Manone. Isn't it true, 1 
be mined in th eoul try in compet tion with the sweatsh 1) lal 
forelen countri , with our machinery ¢ Would you not jus 
offhand ? 
Mr. Wanst. Tsav that is a true statement; yes, sir, unle 
in extremely rich deposit of some kind. 
Senator M ALON EF, And vet somebody to we rk for ibout S2 a clay 
Mr. Watsu. That would vO along with it. 
Senato1 MALONE. I think Vou can assume condition under wi 


t in general, that no mine) 


we might do that, but rioht at the moment you are mining nly 
there money inthe deal. You know that, I wuess. 

Mr. Wausn. Yes, sir. 
Senator MALonr. Go ahead. 

Mr. Wausu. Cobalt, 91 percent. 

Columbium, 100 percent. They are now finding some of t 
mestieally, o that would change somewhat. 

Senator Matonr. Is there any incentive to find it? 

Mr. Wausn. Yes, there is a bonus. 

Senator Matone. What is that bonus? 

Mr. Watsi. It is around about $2.50 a pound, I think, around ther 
SOME where. 


Senator Manone. Who fixes the bonus? 


PURCHASE COMMITMENT PROGRAM 










Mr. Watst. Frankly, I can’t tell you who fixed it. It was fixed by 
i regulation which emanated through the channels of the Defer 
Production Act down through the Defense Materials Procurement 
Agency. 

Senator Martone. Like all other regulations under that act, it ean} 
ibolished at any time, I suppose. 

Mr. Warsu. That would be a legal question, I would say. T don’t 
know whether once you established—— 

Mr. Exnsorr. Not on these programs; no, sir. 

Senator Martone. How long is the program established for the 
bonus? 
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Mr. Exasorr. This particular program 

Mr. FREDELL. The end of 1953 

Mr. Exvutorr. The end of 1958. "e are considering t 
ents within the meaning of le { : vhi are bind ng com 


} 


Hose as Cot 


nt and could not be withad iwi. 
Q itor MALONE. Do you have contract 
\ir. ISLLiort. These are not contracts, Sil Vl a bin ding, irr 
le offer of the Government to purcl ‘up to a specified amount 
»the pe riod at the end of 1958. 
itor MALONE. This is an order issued under the 
Mr. Exurorr. Under the Defense Production 
amended ; yes, sir. 
Senator MALONE. The act of 1950 as ame nded: ve 
Mr. Gumpen. It is 1956 for foreign, and 1958 for domestic. It wa 


1 ad then the ( ongeress extended it as far as domestic production 


/ 


Senator Martone. Tell me how you issue an order that cannot be 
hdrawn. Here is a letter from the Preside nt of th Inited State 
t withdrew the Buy American Act. 

Mr. Exurotr. The act talks in terms of purchases or commitments to 


e purchases, a he provision of the act whi h terminates the act 
ile that contract and commitment ‘ > prior to the d ite of 


ition shall Survive, | might ay that : he time we went into 
! 
| 


very first of the e program | think it was the domestic tur ersten 
rram we took it up ith the Department of Ju tice, al d we all 
uded that an offering, which is what our regulation is, published 
the Federal Regi tel md. a vou know, we put notices of it 
de papers and mining journal throughout the 
nent, an inducement to the p ibhie ewenerarly 
v to go ahead and mine. The fact that 1 
eration for that commitment, that made the commitment irrevoca 
accordance with its terms. 
Senator Matonr. What is t] e expiration late of the commitment ? 
Mii Ky LLIOrr. Mr. Gumbel idvise me tl { ! he case of thi colum 


Mr. Gumpert. Columbium and tantalum. 

Mr. Exuiorr. It is 1956 for foreign and 1958 

Senator Matonr. The end of 1958. 

Mr. Frepetx. It is all one program. 

Mr. Gumbeu. But the act extended it a 
columbinm con rned, but not a 
omestiec and 1956 for foreig I knew 

itor MALONE. Who made the decisior 

Knuiorr. I would say, sir, that that di ( 
ly by the Defense Production Administrat 
if 
Senator MALONRF. No, who issued the order making it effecti 
Mr. Kuuiorr. The Defer se Materials Procurement \ cen \ 
‘regulation making it effective. 
Senator Matonr. That is represented by Mr. Walsh. 

Mr. Exuiorr. Mr. Walsh has now sueceeded to those function 
, Sir. 
Senator Matonr. Who issued it? It was issued by the General 

Services Administration ? , 
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Mr. Euuiorr. No. They were initially issued by the Defense Mat 
rials Procurement Agency, sir. That Agency has now been abol 
and its functions transferred to GSA. 

Senator Manonr. Who was at the head of the 
order Was issued ? 

Mr. Exuiorr. Mr. Jess Larson. 

Senator Martone. Then under the broad implications of the 
ict as amended, the latitude given these alphabetical organizations, 
under that authority Mr. Larson as head of the Defense Mater 
Procurement Agency saw fit to issue the order expiring in 1958? 

Mr. Exuiorr. I will have to refine my answer a little bit on that, 
He issued the regulation The mechanics of his authority were that 
he pre pared a proposed program and recommended it to the Deft 
Production Administration. The Defense Production Administ 
tion approved the program which then gave him 

Senator M ALONE, \\ ho was the head of the Defense Productior 

Mr. Exnitorr. I believe at that time 


Agency whe 


somebody can correct n 
don’t know whether General Harrison was head of it at that tin 
his successor, Manly Fleischmann. 

Senator Martone. In any case, 


© OT 


no matter who was at the head 
and I understand there has been a auite rapid turnover there 


under 
the latitude set down by Congress in enacting the Defense Product 


Act, these men were appointed by the President of the United Stat 
whether it was Fleischmann, Larson, Harrison, or whoever it was. 
combined to issue that order, and if they had not seen fit to issue the 
order, there would have been ho order issued, there 
no effect. 

Mr. Exsiorr. That is correct, yes. 


would have heer 


Senator Matonr. So under the principle adopted of product 
the prospectors and miners or producers or explorers, whoever if 
who is interested in producing these minerals are entirely subject 
the order issued by some appointive head of an alphabetical agency, 
under the latitude granted the President of the United States by 
Defense Production Act. 


Mr. Exaaorr. It is my considered opinion as a lawyer, sir, 


that 
the announced programs, such as the domestic tungsten program, 
do constitute legally binding obligations of the United State 
aecordance with their terms, that is. as to the total amount withi 
the total time limit and that any attempt to deprive them of that right 
would be to take away a contract right. 

Senator Matonr. How long have you been with the Governme 

Mr. Exxiorr. Twenty years, sir. 

Senator Maronr. Within that span of 20 years have you ever known 
an administrative agency just to quit buying ? 

Mr. Exuxrorr. Yes, sir. I wasn’t here. I was in the Air Force. 
But I have heard about the unfortunate circumstance that happened 
to the miners after World War II. 

Senator MALonr. What is the recourse of a man who thought he 
had authority to go ahead under this wide latitude which is granted 
by this Defense Act or any other act, and some head of a bureau issues 
such an order? 
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En.uiorr. It is my understan: 
lrafting of the Defense Prod 
itol NIALONI Let’ vo bacl 
er one What was the 
Krniorr. They had no re 
tor Martone. Would they 
Kuniorr. I beheve they « 

itor Manone. What would it be 0 e tl 


participate 
I 


il remenoel wou 


ie Government ¢ 
[es LLIOTT, lo i¢ the Grovernme! hi » Court of Claims. 
itor MaLong. Can you u agine al ‘ral prod 


lucer out there 


{ ih trying to make eno wh money to explore a claim and suing 


G70 nment and collecting any 


MELO é Lie has another alternat , edly, ana it muisht be 


» the same pre tical ob s, he could file a 


| | es. Lm. seed 
ne Lreneral ALCCOLUTLUL 


{ 
iol NIALON} Wi have heard o that. too Suppose the Gen 


\ minting Office Just didn’t do anything about it, what is the 
yurse ¢ 
Mr. Exnrorr. Then he would have resort to the Court of Claims. 
Senator Martone. In other words, he is subject to an Executive order 
order ot Ht bureau official under the Defe se Production Act 
0 as carried out by the alphabetical agencies, and if they see 
make a change, then he can ie the Government. ‘Th is his 
rse. 
Mr. Exxiorr. That is his recourse, ist as if he hada ritten con 
with the Government and the Government dishonored that 
ict 
itor MaLonr. Do you think it is as good as if he had a written, 
ed contract ¢ 
Euniorr. | personally do; yes, sir. 
ator Matonr. You are young yet. 
Kn.ciorr. What 1 was going to say about the history was that 
my | nde tanding that at the time the Defense Production Act 
written, one of the reasons for putt rin the word “commitment” 


to try to take care of the unfortunate situation that had dev ‘loped 
ifter World War Il when a lot of these men had gone ahead in good 
and were left hold ne the bag. Certa nly our regulations were 
fted with that intent, to make it a leg: lly binding commitment on 
hth 'y could rely. 
itor Maronr. You heard me read a letter from the President 
he United States repudiating an act of Congress, and you have 
uly heard the testimony that we evade the tariff by pur hases by 
Government and sale to private industry. Don't you think that 
roducer of any commodity, whether it is minerals or any other 
modity, 1s entitled to some more assurance than just a bureau 
licial’s word / 
Mr. Enuiorr. | think he is, Sir, and I hope that vithin the frame 


rk of the law, in our regulations we did give him legal protection. 
Senator Matonr. Mr. Walsh, do you have any statement you would 
to make about the inventory of the stockpile at the present time 
ind what your ambitions are regarding it 4 
Mr. Watsn. The inventory at the present time, speaking of it in a 
lOllarwise postlon—— 
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menatolr \I LLONE, vt e way, f we could re vert wl re we were s 
} 


tracked I wo ild like vou to finish that list. 


Mr. \\ LESH. This \\ lad be cl 


hanged somewhat. Coppel at t 


time howed 25 percent mport, 

Senator MaLtonr. You mean more or less imported 4 

Mr. Wausnu. It would be less right now. Corundum, LOO perce 
ion” taple COTTON, OS pereent, but that would be ¢ Hen) eed SOmMmew 
is of today because agriculture 1s now growing long staple cottor 


Senator MaLtonr. What do vou mean by that ¢ 
Mr. Wausn. They are sponsoring a program 
cotton on Lp ce Uupport ba Is 


senator \I LONE. They mive been 


for the gvrowel f 


crowing long-staple cotton 


Arizona and southern California for a lo 
Mr. Wausu. This is this particular Egyptian type that th 


CTTOWINE How 


no” Cie 


‘ 


Senator MaLonr. Goahead 


Mr. Wausu. Cryolite, 100 percent; industrial diamonds, 100 pet 


iM, 


cent: fibers, that 1 ibnea and sisal. 100 pereent: fluorspar, acid 
27 percent; metallurgi il grade, + | percent; amorphous graphite, 10 
percent; Cri ible oracde, LOO pt reent: lubricating erade, 64 percent; 


per ‘ent: rodine, 5] percent; iridium, Yr percent; jewe 


hvoseme, Yo 
bearings, LOU percent, 
enator \I \.LONE. Iexplain what vou mean by lew | bearings 
Mr. Wansu. Those are bearings whicl hh 


<truments, for m | tarv use. 


| 


1 they use in their timing 


Senator Martone. They are unable to make such bearings in t 
country 4 
Mr. \\ ALSH. They makeacertamn amount of svnthetics here. 
Senator Martone. You mean vou are purehasing the raw m: i 
not. the finished bearings ? , 
Mr. Wanusn. The finished bearings. 
Senator Matonr. Youare purchasing them / 
Mir. Wausu. Yes, sir. 
Senator Manone. Do we have any workers in tl 


of making such bearings ¢ 


11s country capable 

Mr. Wausu. There is a particular type of bearing that is not made 
mths coul try 

Senator Matonr. You said 100 percent of the bearings are pur 
chased from foreign sources. 

Mr. Wats. Of the jewel type bearings only, sir. 

Senator Matonr. What is this jewel made of ? 

Mr. Wausn. I know it is used in connection with their timing in- 
struments 

Senator Martone. But do we not have any skilled workers here « 
pable of making these jewels from the raw material ? 

Mr. Watsu. Not on that particular type jewels, so I am informed. 
There are 3) nthetic i wels made in this co intry. 

Senator Matonr. That is synthetic materials. J] 
watchmakers and jewel makers. 

Mr. Watsn. Yes, sir. On those they do not stockpile. Where 
they are made here dome stically there is no stockpile. 
Senator Martone. But you said 100 percent, 


am talking about 
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Vii WALSH. One hundred percent! 
led. ves, 
yanite anda mullit 


rinese ore of the | 
‘ 00 percent; metallurgi 
‘ wor NEALONI Where clo ~ ] va 
Mr. Wausu. If is coming fro s unt Inclia, 
Gold Coast. some from Morocco, sé ) of the Belg 
land Cuba, some out of Mexico 
itor Manone. Did you get some 
\\ Il? ‘ 
Mr. Wansi. Yes,sir: Latter World War II. 
itor Matonr. How lone after? 
Warsn. 1949 
ss atol MALONE. ( o 1" from South America 4 
Vir. Wausu. The stoe lle ha y a small amount, but there is a 
from South Amertea to t] nited States for industry of about 
1) tons a year, but that is p cally all going to industry. 
itol MALONI LH: ( \< nade any effort to purehase from 
American countries ¢ 
\I \\ ALSII. Yes, rs we i ade a ve renuous ¢ ffort to pureha e 
eM. and the (rovernment ha sponsored a program tor thy 
on of manganese in Brazil which will come into produet 
5 and 1956. That will put a flow of around 200,000 tons a year 
i that one mine 
Senator Martone. What do we consume in this country, roughly ¢ 
Mr. Wausi. Approximately 1,800,000 a year. 
Senator Martone. What do you think could be done in this country 
me attentio1 were paid to it? 
Mr. Wausiu. I can give you the figures that 


( 


LOW what has been 
OhnwUnY from the pre Yram cdlome si lly, ind of course this eX 
aes produ tion such as . fonda and those companies 
en in it for quite some time. 
\t Butte, Mont.. there has been put there 10.572 te 
Senator Martone. Is that capacit 
Mr. Wautsu. No. That is all 
Mr. ApLerman. ‘To a depot ? 
Mr. Wausu. To a depot. At we 
88 tons: Deming, New Mex., 27 
>and at El Paso, 108.257. 
On a carload basis that provides for ore 40 percent and better, 
ne below 40 percent, On that | ; from the Atlanta District 
there has been a total of 234 tons; Dallas, Tex., 2,090 tons: San Fran 
oO area, 716 tons: Seattle, 31D, a cl Iv) the Virg nia Pennsvlvania 
irea, 4,938 tons. 
Generally, that is at pri ‘es on the basis of $2.50. 
Senator Martone. Per what? 
Mr. Watsn. Per unit. 
Senator Martone. Is that a long ton unit? 
Mr. Warsu. Yes, long ton unit. Your foreign prices as compares 
to that for an ore 42 percent and better run about $1.15. 


city ¢ 
thev have delivered 


illipsburg they have delivered 


64 tons: Wenden, Ariz.. 74.597 


1 
} 

i 
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Senator Matone. What did you pay for this manganese 
the war? 

Mr. Watsn. That was handled by Metals Reserve, sir, I really don't 
know what they paid for it. 

Senator Martone. Are you familiar with the process worked out 
the Bureau of Mines for recovery of manganese from steel slag ? 

Mr. WALSH. I have heard of it. Perhaps someone here is n 
capable to peak ¢ nthe progress they are making on that than I. | 
know there is such a thing going on but I cannot give you the progr 

Mr. Forp. Senator, in connection with that process for the recoy 
of manganese from steel slag, a contract has been entered into a 


ill 


a 
plant is under construction in Pennsylvania now. It will operate as 
a prototype plant. 

Senator Martone. What is the capacity of the plant ? 

Mr. Forp. The capacity is small. As TI recall it, it is about 100 tons 
a day. 

Senator Manone. Of slag? 

Mr. Forpv. The annual production of ferromanganese, which w 
be the end-product, is designed for 12,000 tons. 

Senator Matone. That is the entire production ? 

Mr. Forp. Yes, sir. 

Senator MaLonr, Over what period ¢ 

Mr. Forn. A year. 

Senator MaLone. 12,000 tons a year of manganese. 

Mr. Forp. Ferromanganese. 

Senator Martone. What grade? 

Mr. Forn. I don’t have that information with me, Senator. 

Senator Matonre. What is it generally ? 

Mr. Watsu. It is 78. 

Senator Maronr. I presume it would be about the standard grade 

Mr. Forp. It is the standard grade of ferromanganese that they are 
required to produce. 

Senator Matonr. That is more or less in the nature of an experi 
mental plant. 

Mr. Forp. That is correct. You see, the idea is that if this can be 
demonstrated as a feasible process, than other plants will be located 
in the vicinity of slag dumps where there are large reserves of slag for 
them to operate. 

Senator Matonr. Who is doing that work ? 

Mr. Foro. The company is known as MangaSlag, Inc. 

Senator Matonr. At Pittsburgh ? 

Mr. Forp. It is located up near Scranton. 

Senator Matonr. That is a great producing area. 

Go ahead with what you intended to say. I did not intend to sid 
track you. 

Mr. Warsu. Chemical grade manganese, 100 percent; metallurgical 
grade, 94 percent. 

MERCURY 


Mercury, 86 percent. 
Senator Martone. Are you familiar at all with the possibility of the 
production of mercury in this country ? 
Mr. Watsn. Not with the production over and beyond what is now 
being produced, no, sir. 
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sanator MaALone. Fourteen percent of your needs are being pro 
| here now ¢ 
~Watsu. For these figures, yes, sir. 
itor Matone. Are you familiar generally with the manipulated 
ol the extreme drop in price at the end of the war? 

\ir. Watsu. Yes, I know of that. 

Senator Martone. That practically eliminated all domestic pro 
Oll. 

\ir. Wausn. Yes. 

Senator Martone. Did your outfit do anything about that in 

hases ¢ 

Mr. WALSH. No, sir: because most ot the stocks of mercury we got 
1 World War I] surpluses. 
nator MALONE. From whom did you secure this surplus amount ¢ 

Mr. Wautsu. That would have been a transfer from RFC. 

Senator Matonr. Had they purchased it during the war? 

Mr. WausH. Yes. 

Senator MALONE. Whom did they purchase it from ? 

Mr. Wausu. I imagine from the Spanish-Italian combine. 

Senator Maronr. What do you mean by the Spanish-Italian 

mbine ¢ 

Mr. Wausu. There was a cartel on the European production of mer- 

which was jointly held between Spanish interests and Italian 
rests. 

Senator MALONE. What does that combine do? What is its objec- 

Mr. Watsu. They regulate production and price. They control 
» through controlled production. 

Senator Manone. If they see fit to lower the price to shut the 
iestic production down in the United States and then we purchase 
material from them at what we call the world price and make no 
rt to pay a price here, that would compensate for the American 
and costs to maintain a going concern, a mercury industry in 

nited States. 

Mr. W ALSH, There isa recurring or conti ung demand domestically 

nercury. I would imagine the domestic users would buy as 
“ply as they could. 

Senator MAtonr. What do vou do? 

Mr. Wal SH. We have not bought any, Sir 
Senator MALong. You don’t buy for stockpile ¢ 
Mr. Wartsu. We vet it for stockpile but we have not gotten it 
rough purchases. We got most of it through transfer from World 
ir IT surpluses. 

Off the record discussion.) 

senator M ALONE. Where did you get the remainder ? 

Mr. Wansn. 102,502 are transfers from the Economic Cooperation 

dministration and the Mutual Security Agency. 

Senator MaLtone. And Mutual Security, its successor ? 

Mr. Watsu. Yes, sir. 

Senator Martone. That is considered ample for stockpile and you 

re not purchasing any additional for stockpile ? 

Mr. WatsH. We are getting some additional, sir. 

Senator Maronr. I understood you to say you had not purchased 

ny. 
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Mr. Watsn. That is right. 
Senator MALONE. Why f 
Mr. Warsn. We are getting it through this medium. 

Senator Maronr. You are getting it now ? 

Mr. WarsH. We are getting some now, but not through purchase 
We are getting some now through a barter by the Department of 
Acriculture. The Department of Agriculture is bartering again‘and 
taking mercury in repayment. 

Senator Martone. Do you know the prices they are using on the grair 
and the mercury ? 

Mr. Warsn. No, sir: I do not know what the grain price is 

Senator Maronr. Do vou know what thev are paving for the 
mercury ? 

Mr. Watsn. They are charging us $165. Ido not know what they 
are paving. , 

Senator Maronr. The Department of Agriculture charges your or- 
vanization S165 per flask. You pay the Department of Agriculture 
S165 pel flask for this mercury ? 

Mr. Warsn. Yes, sir. 

(Off the record discussion.) 

Senator Maronr. Does this carry on into other minerals, this trad- 
ing of agricultural products for minerals? 


INDUSTRIAL DIAMONDS 


Mr. Warsu. They have traded for industrial diamonds and_ for 
some metallurgical chrome. 

Senator Matonr. Where did they vet the diamonds? 

Mr. Watst. They are mostly marketed through the London mar 
ket and in Holland. I think thev have also gotten some from Brazil, 
but the Brazil production T imagine would have been marketed 
through London. 

Senator Matonr. Where do they come from ? 

Mr. Watsn. Most of them come out of the Belgian Congo, and 
some from Brazil. There is produetion now of somewhere around 
300,000 to 400,000 carats a vear in Angola. 

Senator MALonrF. This ‘is traded for by the Agriculture Depart 
ment ? 

Mr. Warsn. That is right. 

Senator Maronr. Do vou get any from South Africa? 

Mr. Watsn. There is a deposit down there. T don’t know just 
where it breaks over. We normally refer to it as the Congo. 

Senator Manonr. What do you mean on the London market? You 
buv it from England. 

Mr. Watsnu. No, sir. Diamonds are ordinarily marketed by the 
diamond syndicate in London. 

Senator Maronr. I wonder who owns that diamond syndicate. 

Mr. Wats. A man by the name of Mr. Oppenheimer. 

Senator Maronr. What is his first name or initials? 

Mr. Wausn. One of them died. One of them was named Ernest. 
IT don’t know whether it was Ernest who died. 

Senator Martone. Ernest is alive or dead ? 

Mr. Watsn. He is alive, I guess. 
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Senator MALONE. As long as he is alive, as lo vy as UIs synd ute 


yperation, ot course we coulé not pur hase diamonds any plac 


e ‘ 
Vii WALSH. We were able to do this, sir: With the Belg an pro 
in the Congo we were able to make a contract with the pro 

for crushing bort only. 
itor MALONE. ‘That isa oe 


a 
\I WALSH. That is the fragmented qiamonad used for vrina 


‘ 


rade of diamond ¢ 


DOSeS. 


tol AY \LONE, Is there a known Croup ¢ i a unond iad pul itors 


/ 


ivchasers and sellers in addition to Ernest Oppenheimer ¢ 
WALSH. Phere are none to Niky Knovy ledge. Whe 


ii—— 
itor MALONE. Did you evel hear the name Debeers ? 
Wausu. That is part ot the syndi ate. When this C 
this discovery in South Africa he originally be 
tones through the syndicate. Then he took the pe sition that he 
COIL to market them independently oT the yndi ite. What went 


k of the scenes I don’t know, but all of a sudden he went right 


ran to market 


nto the syndicate. 
ator MALONE. How about Brazil’ srazil is a long Ways fron 
vndicate. 
M WALSH Then procaduct1ol Ss marketed through the syndicate, 
ite sure. 
ator MALONE. Have you ever made any effort to deal with Brazil 
other basis 4 


\ir. WALSH. Not to my knowledge. The only one we made it with 


f 


e Congo, and we were successful there in the Congo. However. 
very ot that Congo production comes to us through the syndicate. 
Senator Matone. What range of price do you give for these cia 
/ Do you buy them on a carat basis ? 
\ir. WALSH Yes, s r; you buy themona irat bas 
Senator MALONE. What does that add up to ¢ 
Mr. WausH: An average of all types of stones is around $10 per 
It v: ries from around 214, which is a drill type Stone, a stone 
used in drills, up to S30 a carat, but the average iround $10. 
Senator MALONE. What is the $30 carat used for ? 
Mr. Watsn. I think that is used principally in conne 


] 1] 
ariuimg 


Senator Martone. The drill type, then, would cover only small 
/ 
Mr. Wausn. Yes, sir. Some of those expensive ones would also be 
diamond dies, for drawing metal through them. 
Oi MALONE. Go ahead. 


MICA 


Mr. Watsu. Mica I think would be the next one. 

Senator MALone. Do you have molybdenum on vour list 7 

Mr. Warsn. There ire no imports of mol bdenum. li 
The domestic depots on mica are now produc ng So, 

e shows LOO pei ent, that would be cha ved now beca 


: ] 
eSTIC production. 
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tion ¢ 


Senator Matonr. What do you think about the domestic prod 
Do you have any personal knowledge of it ¢ 
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Mr. Wasu. They are producing a fairly good grade of mica. It 


far more expensive than the foreign mica, but as time goes on they 


Increasing tl 


eir prom 


luction and getting better quality. 


Senator Martone. How much more expensive ¢ 
Mr. Wausu. It is an average of around $10 a pound more. 
Senator MALoni 


Mr. Wausn. It averages around $24 or $25 a pound. It 
cording to the quality. 


Senator MALONE. 


Mr. Wausn. Yes, sir. 
Senato M LONE, \\ here does this mica import come from mostly ¢ 
Mr. Wausn. Mostly out of India. Brazil 


prod ectiol 


senator \I ALONE. 


Wester Hemisphere ? Is 
Mr. WALSH. 


I thir 


What do you pay for the domestic ¢ 


Varies 


You pay an average of about $15 for the foreig 


iS now stepping up 


wand Madagascar is also now stepping up some. 


What do you think about the production in 
it promising to take care of your need 


ik it can be made to do that. They hay e recent 


made a change In their specifi ‘ations for mica which is roing to 
crease the domestic product ion. 

Senator Martone. Go ahead. 

Mr. Wausi. Molybdenum is 100 percent domestic. 

Nickel —Imports are 99 percent. 

Senator Matonr. From where? 

Mr. Wausu. Mostly Canada and now from Cuba. 

Senator Martone. How much from Cuba, in percentage? 

Mr. Wausnu. That is about 30 million pounds a year—in relation | 


what? 


Mr. Gumepew. In relation to 300 million. That 


duction. 


it is about 10 percent of the total production. 


Senator MALONE. 


Mr. WALSH. 


Senator Martone. On molybdenum you show here on a table on pag 


Yes. 


is the total pr 


Canada and Cuba are the two main ones? 


15 of the Stockpile Report to the Congress. dated August 15, 1953 


that you purchased from foreign sources a substantial amount o 


molybdenum. 


Mr. Wausu. That is incorrect, sir. 
Senator Matonr. That should not be there? 
Mr. Watsu. That should be domestic. 


Senator Matonr. For domestic you show none. 


Mr. Wausu. 


None. 


Senator MALonE. 

Mr. Watsu. It should be just the reverse, yes, sir. 

Senator Maroner. Is the table from which you are reading the sam 
as appears here on pages 14 and 15? 

Mr. WALSH. No, SIT, it is not, for this reason: The table on pages 
14 and 15 relates to the stockpile only. 

Senator Matonr. And that relates? 


Mr. Wausu. The table I am reading from here is a study made or 


It should be reversed ? 


the entire import into the United States. 
Senator Matone. Including industrial companies’ purchases. 


Mr. Watsu. Yes, sir. 


centages that were imported, whether it comes in by sea or whether i 


comes in by land. 


This table shows the total supply, the per 






; 


¢ 


t 
| 


rOCKPILING STRATI 


tor MALON! Do vou hav 
n nations in the We tern Hemisphers ) 
Wasi. Not on this table, sir, but I cou i; lmost from 


{ 


rv.if vou want to go down it that way. 
itor MALONI You could do that ( nit it for ie record 


! } } . 
to. and we will have it ( { y nkK we will just 
s 


you put this table in the reeo ‘ } ynit for the record 


purchases und the f } l pu i divided between 


ti 
Hemisphere nation the oreign nat , 1f you will 


WALSH. Very well, 

tor Martone. ‘The document from w 1 Mr. Wal has been 
g will be accepted and will appear in the record at this point 
irt of Mr. Walsh’s statement. 


| e document referred to follows:) 


footnotes at end of table 
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STOCKPLILING rl PEGI LIT I L MATERIALS 


{like to ask you, 
1 i . 
en Who have beell 
} 


it thev had a would 


very unde 
Knuorr. I think that 

Ql MALONE. All right. 
Knniorr. Ther 

v mack any of these dome 
or \MIALONI That Is what 
Kuniorr. That is a differer 


rd to mean - overall program. 


il effec 


under our reg 


or Matone. | 


} 
»>man that you work for. 


[cLLIOTY. I think that 1s correct. Mi kK lemmine”’ veneral cout 
o will be here this afternoon, is in complete agreement with me 


‘legal effect of thes pul 


tor MALON! Rios 


/ 
| VInGe 
LV itis 


E.uiorr. Yes, 
itor MALONE. 
1 lot of expel 
Enuiorr. We 
totry to dish 


itor Man 










































































































































































































































































purcha se progr 1) 





STOCKPILING 





STRATEGK 





AND 








CRITIC 


AL 


which are announced by our publ ¢ reculatior 





uch and Su h i 








MATERIALS 





peri 


are not revocable by the Government 


A 


le ly hiangvanese, 
vy that he need 


der these 


publ 


SO many pounds o1 O many units over 
have concluded that they 
Senator Manone. And you do not need to have a contract ? 
in simply heat th ul vou are gomg to bUYV SO Mm 
ean vo looking for it / 
Mr. Exxtorr. That is correct, sir 
Senator Matonr. He ean pend all the mone 
pel d to b oO omethine Into production, and then you are col 
ted to buy it ¢ 
Mr. Exvuiorr. We are committed to buy it w 
purchase regulations; ves, sir 


Senator Martone. Unless you have already filled up your pure 


‘ontract 
Mr. Fut 


senatol 


Tl 


Mat 


Yes 


INE, 


| 
rong to purehase. 


Vou ne 
wthdrawt 


Mr. Ey 


‘aes 
wi 


LI 


> s 


diseont nue purcha 


sent 
Mi 
Money 
This wa 
nia 


mat 


Sen wa? 


\ 


30>) 


Key LIorTr. 


which 


Ma 


r MALONE. 


Ye 


o> nh 


li 
\ 


ou 


st 


onahr 


have 


come first 


announced 


the 


eC] ved ba 
amounts that 


Is. 
you 


When your mind is changed from higher up 


1 
rio? 


NE. 


ie mone 


Do you mak 


rat do you do then ¢ 


I do 


oft 


“ 


9 but 
heen 
that 


mnese that contemplates not only this specific purchase prog 


\ 


nouncement to the public 


Mr 
very cleat 
Let 
which 


Ws 
ll 


served buying program which is authorized. 


1 
wailtal 


that 


E.Liort 


You 


hat has 


) 


know q r 


is October o 


Mr. Fv 


Wi 


Ss 


set 


] 
ice 


| 
( 


] ! 
allocated 


n an 


the difl 


overall 


to t] purcha 


, of any instance or of any pla 


ra exp! Lined that that does not re] 
committed for these purchase progr 
aside 1 


progrTran 


wement, but the possibility of making purchases in for 


countries, and SO On. 


erence ih youl 


I think our regulations on purchase program 


there are two types of things, if I may exp] 


take anv g@iven mineral. 


Let 


overall program of purel 
individual purchases, by 
the Office of Defense Mobilifiation. 
that there may be 


us Say 


mange 


nhese, A rl 


pre 


asing foreign and domestt 
specific contracts, and so on, is approved 





at is not published. 


Wit! 


a portion of a specific purchase, first-come fit 


ition and by notice in all the trade papers. 
nducement to the miners, which is the irrevocable portion, be 


hat we put out 


It is that port 


cause since we have put it out we conclude that the considerat 


from thes 


e fellows going out and buying their materials a 
prospecting and starting to deliver. 
Senator Martone. In other words, any one of them who had e: 


pended money trving to meet your specifications, if you decided 1 
to buv that amount. could sue the Government. 
Mr. Watsn. Yes, sir. 


the objective is on hand. 


(Diseu 





ion off the record. ) 


Those figures are correct, sir. 


About half of 


MATERIALS 


or 


] 
K On 


vou yet? 
“ Mr. Watbsu. ' ‘ plan would 
t still to be bought from 
be brought h bY expan 
ount from those sour 
1 buy it. 
‘tor Manone. Wh: 
inganese ¢ 
WausH. It 
teel production coming 
ibly would go up to pel 
itor MALONE. In a war, if 
i you expect it to jump in domes 
Wausu. The story 
event of war be 


oreat, 
or MALONrE. th 
Watsu. Not dur ng the one 5 
itor Matone. What makes you 
in the next one ? 
Warsi. Everyone seems to think it will b 
rne conditions wh ch prey tiled Nn World Wat | 
not be applicable. 
' tor Matonr. The t ling to keep you 
n repair, is it not? 
Ir. Wausn. Ye 
Senator Manonr. So, you are counting tl 
ould be made in the next war. 
Watsu. Iam not counting. I am quoting 
tor Matone. You have been advised that 
Watsn. Yes, sir. 
Senator Martone. What would that be? 
Mr. Watsn. | really don’t know, but if 
less than the full peacetime use. 
ussion off the record.) 
Senator Matonr. Mr. Walsh, I would like \ v 
it our international understandings, conferences, et cetera. We 
ted in Geneva in 1945, and we came out of that and from ‘Torqu i\ 
| other international conferences with a plan called the Interna 
il Trade Organization. Do you know anything about that organ 


rt 


zation ? 
Mr. Watsu. No, sir. 
nator Matonr. Did you ever atte d any meetings of these orga! 
izations ? ! 
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Mr. Wausu. No, sir. 
Senator M ALONE. They have never confided in you as to what 
» 


they LilVe fol international co i ol? 

Mr. Watsu. No, sir. 

Senator Martone. Do you know InvohIng about thre Internat 
Materials Conference ? 

Mir. Wausn. I know of the unit that was set 

Senator Martone. Tell us about it. 

Mr. Wausn. There is very little 1 can tell you about it, sin 
the little bit we saw of the functions of that or 


up. 


", @X } 
ganization insofar as 


it related to the material that we were vetting for the stockpile. | 
is the only thing that I could speak of IL don’t know anything ab 
the other tructure, 

Se or MALONE. Go right ahead. 


Mr. Warsu. On that course of the operations, on the materials that 


were controlled by the International Materials Conference, the sto k 
pile Was given Its all 


ation of those materials by that committee. 
Senator Martone. The International Materials Conference ? 
Mr. WALSH. Ye : l 
Senator Matonr. Each nation was given its allocation of materials 
Mr. Wausnu. That is as I understand it ; yes, sir. 
Senator Matonr. What was the designation that they had for ea 
Its entitlement / 

Mi. ApLERMAN, Entitlements for consumption. 
Senator M ALONE, They had some kind ot ce signation such as ent 
ments for consumption for each hnhation. Are you famuhar with 
eApPre On ¢ 

Mr. Wausn. Tam familiar with that expressi 


nation ¢ 


senator Marrone. What did vou deduce from that express 


What part ot these mate als you were going to be able to buy 4 
Mr. WALSH. | clo know that the United States in putting ! $ 
requirements put in a requirement which was meant to take « f 
the expanded defense program, the ndustrial needs, plus an all \ 
for stockpile. 
Senator MaLonr. Without any consideration of the entitlement 
1? 


consumption of any other nation / 
Mr. Warsu. That wa ll added up. Wherein it was curtailed. 
really don’t know. but I imagine if there was curtailment in it 


een on astockpile basis. 


al 





WITHDRAWALS 





AND DIVERSIONS 









Senator MALONE. The Stockpile Report to the Coneress of Aug 
15, 1952, just a year previous to the one from which we have be 
quoting, says: 

During January—June 1952, $480 million worth of material was added to 
tockpile, a substantial increase as compared to the tota 


July—December 1951 


As a result of allocation 





tions of the control agencies, diversio 
as 
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inished significantly 
is compared with $12 


a res ilt 
] 


miiiar W 

WALSH 

iffected the tor pile, 
] 


s Conference 
tor Mate NE. Wi it | iD 
Watsu. In the diver 


if fact. One wasav drawal fro) stock le, and anot 


diversion of materials t] \ inde ntract to flow te 
i¢ We were rdered ( lat Tow te ! ted St 
try. 
itor MALONE. 
[r. WALSH. Yes. 
Senator Martone. Did 
paid tariff on? 
Mr. Wausn. These we never took title to. The flow was 
suppher to the buyer. The Government never entered l 
Senator MALONE. So the industry paid the tariff ? 
Mr. WatsuH. Yes, sir. 
tor Matonr. Did they pay it? 
WausH. They would have to pav 1t 1 rder to get it if it were 
orted. om 
tor MALONE. You did not Import it. It did not come in under 
ine of the (rovernment It went d rectly to the private user. 
Wausn. That is correct. 
itor Manone. You did 1 } o it int e country at all. 
Watrsn. No, si 
itor Matonr. Then, you simply directed them where they could 
5 idéiien Tecedan stainene, 

Mr. Watsu. No. What we did wa <t the suppler not to de 
to us on the basis of authority given us by the National Prod 
Authority. They said, “Take no deliveries. These 

ver to where we direct them.” So they were directed by 
il Production Authority where to deliver 
Senator Matone. ‘To private industry. 
Mr. Watsn. Yes. 
Senator Martone. But you never did pay for it 
very. 
Mr. Wausu. That is correct. 
ator Martone. Did you pay for it at all? 
Mr. Watsnu. No, sir. 
Senator Matonr. But you did handle the transaction for the pris ite 
ndustry. 
Mr. Warsn. No, sir; we did not. We just notified our supplier to 
se making deliveries, that he would be directed by National Pro- 
tion Authority where to deliver. 
Senator Martone. What was the National Production Authority ¢ 
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Mr. WALSH That was one of the agencies established und 
Defense Production Act. 
Senator Mauone. If 
1] 
| 


they ordered the delivery Ol took de] 
themselves theoretica 


ly by bringing it in, would that have any eff 
on any tariff or import fee ? 


Mr. Wa.su. They were purely a production control entity an 
not in themselves ever get into purchase, sale, or anything else. 1] 


purely directed. 
Senator Manone. As far as vour outfit was concerned, you 
washed your hands of it 


Mr. WALsI. That - edit. 


Senator MALone. They told private industry where it was ay 
able : na i ld these people where the market Was, 

Mr. Wausu. That is meht. 

Senator MatLone. But 1e\ did control where the supply Wi 
he delivered, did they, in some manner ¢ 

Mr. WatshH. Through allocations, ves, sir, 
materials p! ul. That would be true. 

Senator Mauone. The private industry simply purchased direet 
from the foreign supplier and paid whatever was necessary to bi 
t into the country. 

Mr. Wansnu. In cases where there were foreign suppliers. Ther 
vere not foreign suppliers in all cases. 







under the eontr 











Senator Matone. Do you know or is it true that the Defense Pri 


duction Administration handled the International Materials Ci 
ference allocation ? 

Mr. Wausu. I believe it was originally under the Department 
State, then later on under the Defense Production Admiunistrat 
I think the inception was within the Department of State 

Senator MaLtonr. What was the pol Cy ¢ 

Mr. Wausn. Frankly, I don’t know. I did not sit in on any of th 
pol cymaki oO, 

Senator Martone. Who would be familiar with the policy follo 
there, anyone in your organization at all? 

Mr. WatsH. No, sir. 

Senator Martone. Who would you suggest would know about t 
Who was the head of the De fense Production Administration at 
time ? 

Mr. Watsu. I think probably Frederick Winant in the Def 
Production Administration, now ODM, would be the best one 

Senator Matonr. Where is he now?’ Is he in Government / 

Mr. Wausu. He is in the Office of Defense Mobilization now 

Senator Martone. Under Flemming? 

Mr. Watsu. Yes. 

Senator Matonr. Then you have no real knowledge about the ope! 
tion of the International Materials Conference as such. 

Mr. Watusu. That is correct. 

Senator Martone. Do you have any knowledge of the restrictions 
that they might have put on the United States stockpile? 

Mr. Wausu. No: because I have no knowledge of what the Units 
States need was. 

Senator Maronr. All you know is what your directive advised 


Mr. WALSH. Yes, sir. 
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tor Martone. In all these matters to which you have testified, 
ve had your directions; you have had no part in working them 


Watsu. No, sir. 
tor Martone. Even the saving of tariff to private industry 


tt vour idea. It was simply the idea that they told you hi 


t. and you went ahead and carried it out. 

WausH. That is correct, sir. 

itor Matoner. But you did know it was being done 

WatsuH. Yes, sir. 

itor Matonr. We will stand adjourned until 2 o'clock. 
ll return at that time, we have some other questions to 


ereupon, at aes 
day.) 
AFTERNOON SESSION 


ttor Manone. The meeting will come to order. 

Walsh, we had just completed the matter of a list of minerals 

aterials which you are purchasing, and a discussion on the 

itional Materials Conference: and we also referred to the 
r of the Government paying approximately $8 per unit of 
fon the tungsten that was imported ind sold to private industry 

sorbing the difference as a subsidy or whatever you might 


en were these purchases mace é What wa the approxin ule 
of dates of the tungsten purchases that were later dispo ed 
private industry ¢ 
Mr. Wausn. The purchases began in Mar of 
hich was sold to industry of 3 million plu 
ould have been completed prior to Jun of 1951. 
itor MaLone. Purchases were completed prio} to 
were the sales completed ¢ 
\"\ ALSH. | believe the last sales, should sav, were 1n the 
fall of 1952. 
tor Matonr. When did your department pay the tariff to 
Government / 
Mr. Watsn. It was paid to the Bureau of Customs some time 
alendar year. 
itor Matonr. Would you estimate the date? 
Mr. Warsu. It was probably March or April. 
Senator Matonr. Youthink about April ? 
Mr. Watsn. Yes. 
nator Matonr. About a vear after the sale ? 
Mr. Wausn. Yes, sir. 
Senator MAatonr. What occasioned the delay in the transaction ? 
Mr. Wausu. An effort on our part to try and find a way not to pay 


Senator Matonr. Have you the congresslo! al act, or are you fa- 
ar with it, upon which the Executive order was based that any 
terial imported for Government use, the duty would not be paid ? 
Mr. Wausn. It is Public Law 152. I do not remember the exact 
tion, 

Senator MALongr. What does it say ? 
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Mr. Warsu. In general, it says that any materials imported fo 
stockpile, a duty shall not be paid on them. 


Senator Manone. For stockpiling purposes, or does it go far e1 






tosay anything that is used by the Government ? 

Mr. Watsn. No, sir: it does not. 

Mr. Exciorr. It is limited to the national stockpile. It is ] 
to purchases under Publie Law 520. 

Senator Matonr. What date was this Pubhe Law 15: 

Mr. KExniorr. June 30, 1949. 

Senator Manone. Was not there an Exe 
exempting payment of duties for the materials for Government 

(Sex I: vecutive Order 9177, p. LYS. ) 







cutive order prior to 





Mr. Wausn. There was a Treasury order, sir, as I recall it, that 
in existence which in general said that 1f the head of a1 





avency ( 
certify to the effect that this material was required In col nection 
national defense, duty could be waived. I believe it w 
order, rather than an Executive order. 

Senator Matonr. What wasthe date of that order ? 

Mr. Warsi. Tshould say it would go back into 1940-41. 

Senator Martone. The reason I believe there was such an ord 
and I hope you will furnish it for the record—if you could find t) 
order itself, that will identify who issued the order and under wl 
authority. 





is a Trea 









Mr. Wausn. I think it was under the authority of the First W 
Powers Act. 


The information is as follows =F 











GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVIC! 
Vi ashinaton, D.C i Nove mber 19, 1) 






Hon. Grorcr W. MALONE, 
Chairman, Minerals, Materials, and Fuels Economic Subcommittee, 
Committee on Interior and Insular Affairs, 


United States Senate, Washington, D.C. 







DEAR SENATOR MALONE: Reference is made to the hearings conducted by y 
subcommittee last month, at which information was 
authority for importation of strategic and critical 
stockpile free of duty. 

In my letter of October 16, 1953, to you I indicated that 


requested concernin 






materials for the nationa 


the basie author 
for such duty-free importation prior to the enactment of the Federal Prope 
and Administrative Services Act of 1949 was Executive Order 9177. Copies 
that order, as well as the authority for its issuance, were enclosed with 
letter. My references, on page 120 of the transcript of the 
Treasury order as the basic authority were erroneous. 

There was a Treasury order dated October 26, 1942, delegating the auth 
of the Secretary of the Treasury under Executive Order 9177 to officials of 
the Procurement Division of the Treasury Department. <A copy of the order 
enclosed. It was that order to which I referred on page 225 of the trans« 

Very truly yours, 







hearings, 1 









A. J. WALSH, Commissionet 


1942 









OCTOBER 26, 





TREASURY DEPARTMENT ORDER 






By virtue of the authority conferred on me by section 3 of Executive Order 
No. 9177, dated May 30, 1942, I hereby direct the Director of Procurement, the 
Deputy Director of Procurement, and the Chief, Contract and Purchase Branc!l 
Procurement Division, and each of them, in respect to contracts awarded or t 
be awarded by the Procurement Division involving emergency purchases of W 
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abroad, to exercise the authority conferred upon me by such Executive 
uding the authority to execute 


the certificate required by section 2 
xecutive order. 


HerBERT E. GASTON, 
icting Secretary of the Treasury 
itor Matonr. I rather think it was. 1 remember in the debate 
Senate floor that order came out, and it would be in the Federal 
r of some date. which I do not remember at the present time 
you complete the record by furnish! 
ll make it clear on what the order 


Warsu. Yes, sir. 


tor Manton. So you 


Ya copy tl 


1s based 


ie order ¢ 


spent about a ye: Ving to evade 
ase 4 

Wausu. That is correct, sir. 

tor Matone. But you could not find any authority for it 
Wausu. That is right, sir. 

itor Martone. Do you think that would be a good idea to hay 
il imported by private industry and evading paying it? Wh 
as that, that you try to evade paying it? 


Warsu. IL looked upon it in this light, that we were taki 


from one pocket al cl putting It mn another. 
er it would be advisable to do that. 

itor Maronr. That would be a matter of opinion. As a matter 
t, that is what a tariff amounts to anyway. If private i 
t, then it is merely added to any mate} lal they 


Is that about right ? 


y 


| was wonde1 hy 


cqustry 
sell the Govern 


Watsu. Not in connection with the stockpiling, 
itor Martone. In manufactured goods? 
WatusH. Yes, sir. 


itor Martone. Then it is really one pocket to another as far as 
vVernme 


sir. 


ht purchase from private industrv is concerned, if tl 
il contains any dutiable material upon which the duty has beer 


Mr. Watsn. That is 

Senator Maronr. It 
el 

Mr. Wausn. That is rig 

sSenatol MALonr. Why would we gO all 1 
RT 

Mr. Warsu. Maybe I have a little Scotch blo« 
reason I can give. 

Senator Martone. If you get it back, it 

Mr. Wausn. No. 

Senator Martone. That is. when they sell the material to 
ent, it would be ink luded, would it not ¢ 

Mr. Watsu. That is right. 

Senator Matonr. It is all the same Governrment, 1 

Mr. Watsu. Yes, sir. 

Senator Matonr. That evasion would be run in line 

Mr. Truman wrote on July 23, 1946, when he said : 
It 


make any difference one way 


| . ° 
ie rouvie trying 


is the policy of this Government to work for international action to reduce 
le barriers. For 20 years we have listened to the barrage that a tariff is a 
trade barrier. 
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That is true, is it not? 











means of evading it. 














it on stockpile material 











to pay t. 











to private imdustrv ? 


Mr. Wausnu. No, sir. 























Senator Maronr. How was this? 























Mr. Wausi. That is right. 


























dustry and evading the tariff. 


Mr. Warsu. Yes. We could not 


























Mr. Watsu. Yes. 


Senator Martone. You would not 








knew what he wa doing, would vou 
























































was established. 
Mr WALSH. The price ceilings ? 
Senator Manone. Yes. 

















do not know. 














tariff ? 








care of the tariff. 








Mr. Warsu. That is right. 





AND 


Mr. Wausu. I have heard those arguments; 
Senator Manonr. That seems to establish the principle that 1 
carried out by the Department, then, as 


Mr. WaALsSH We nre authorized under 


Senator Manont That is correct. 
Mr. Wausu. We are not authorized under any other authority 


Senator Manone. Then it would 
words, the Government would intercede to buy 
foreign country and never stockpiling it at all, and sending it to 


/ 


Senator Matone. Then why would you try to evade it / 


be a direct 


ell 1h exXce 


CRITICAL 


>; Ves, 


Pubhe 


MATERIALS 





Sir. 


far as you can find way 


Law 152 not t 


Senator Martone. Is it still stockpile material when you transf 


Mr. Wausu. We have not tried to evade it or would not try bo ¢ 
iton materials which were sold out of the stockpile. 


Mr. Wausu. This was not under the stockpile at all. Thi 
pure hase and resale program authorized 


pecifically as such. 
Senator Manone. It never reached the stockpile / 


eCVaASIOnN. In of 
the material fro 


of S65 If we 


have sold it in excess of SOD, Wwe would have added the tariff onto 
MeHnACOl MALONE. Who fixed the S65? 
Mr. Wansu. The Office of Price Administration. 
Senator Martone. Another Government official. 


uppose that Government off 


Mr. Watsnu. I assumed that he did. 

Senator Mavonr. Then due to this policy letter, it 
religiously the policy laid down by the President just prior to Mi 
Kisenhower. Would you say it was following that policy ? 

Mr. Wausu. It may be purely coincidental in my opinion t! 
it works out that wiy. I think the price ceiling 
materials without regard to this letter. 

Senator Martone. Of course, I am just one member of the Senate, 
but I am till looking for some policy or principle upon which { 


Senator Martone. So you paid it yourself? 


were established o1 


That would be my opiniot 


Senator MALoNnre. So all vou could say 1S that it was one Gover 
ment official who fixed the price ceilings so you could not add { 


eems to follow 


t 
\ 


Mr. Watsu. I could not give you that information, sir. I really 


Mr. Warsnu. So we could not sell it at a price which would take 
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STOCKPILE POLICY AND LEVELS 


itor Martone. If you would give us a ummation of your outline 
is disclosed this morning under cross-examination as to, first, 
tal cost of the sto kpile, the estimate of the time now that it 
completed, and the cost up to the present time, I think it would 
helpful to the committee because in bringing ut is infor 
it would he through everal paw ol 
unbhandy for busy Senator, 
Wats. Yes, sir. 
itor Martone. You started the stockpile under the 
correct ¢ 
Wausn. I believe Public Law 520 was 1946, 
- itor MALONE. In 7, really, you started thre purch: 
Mr. Wausu. Yes, sir. 
tor Matonr. Could vou ceive 1 ome ren of what 
h? vet us just lump everythin gy for the purpose of thi 


1 1 1 ’ ! 
vhat vou had in the beginning n ID4e, and what you h 


present time ? 
WaALSI. Yes. The e will be rounded out figures, Prior to 
‘Law 520, there was Public Law 117 of the 76th Congre 
Senator Matone. Public Law 117. 
Mr. Wausu. Yes, sir. 
Senator Matone. Seventy-sixth C 
Vir. Wausu. I would say that would 
KEnntor. 1939, , 
itor Matonr. I am familiar to some extent with the stockpile 
ons at that time, because Seer tary Johnson always said that 
the first one that advocated it when he wa Assistant Secretary 
and Har I'y Woodring was Secretary of War. So Iam more or 
familiar with that part of it. 


‘ what did vou have to start w th mn 1O4G 


neress What year 


probably be 1939 or 1940 


| mestiol } 


ls 
Mr. Wausu. There had been expended under Public Law 117, S70 


1 


on worth of material. Some of that had been withdrawn duri a 
ir. LT donot know what the value of the material on hand was in 
but it would be S70 million less that which had been withdrawn 
¢ the period of the war. [should think probably that is in the 
hborhood of around $55 or $60 million, that would be a fairly good 
mate as to what it was in the beginning of 1947. ' 
senator M ALONE. It show son the chart, page 9, of the report to Con 
on stockpiling, Office of the Secretary of Defense, percentage 

e of probably »} or 4 percent. 

Mr. Warsn. That is probably about right. 

senator MALONE. What is it at the present time 4 

Mr. Warsi. The amount of money expended for materials as of th 

of August 1s $3.633.419,087. 

Senator Martone. That was August 1953? 

Mr. Watsn. Yes, sir. 

Senator Martone. What percentage would that mean that the stock 
pile was complete? On page 9 it shows approximately 68 percent. 
This is a rather small scale, but it appears 68 percent would he « om 

ted on June 30. 

Mr. Watsn. Yes, sir. Included in that figure of $3.6 billion expen 
ditures since June 30 are $119 million. So the chart on page 9 therefore 

mld be increased by $119 million as of the end of August. 
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itor NTAt NI Then if would be probably he omew le rea 
{ complete ¢ 


\V A\LSII Y< . r. a would he pretry clo « to that 
Martone. When wer you upposed — to 


Phere never wh l completion 


trative date which was estab! 


Senator MALont What date was that 
Mr. WaALsu. Phey established a date of 5 
Senator MaLtoner. Which would have beet 
Mr. Wausu. 1951 
Senator MALont December 81. 
Mr. Watsu. Yes, sir. But they began changing that 
date nov im on certay material 195 
Senator Manone. Does that have something 
* the expiration of th pure! 
e and other minerals pa 
ot unless they took 
elation 
assed ay 


compl ted if 


not 

And t] 

et for Dec 
iin item 
record, ) 


} 
th ry 


et 


17 
off t} e Te 


Disens 
Mr. Watsu. Yes, sir. 
Se itor MALON!I Does hat look good to yo 





STOCK PILING 


WansH. In my opinion, sir, mang 
int items that we do have in the stoel 


itor MALoNr. It 


n the stockpile. y 


psu. Letu 


MEALONI 


itor MALONt 

Warns. Ye 

itor Manone. In normal t 
Warsn. Yes, su 

tor Martone. What amor 


bh 


1 i 
tion lO or therenbouts / 


Vir. WausH. 106 
- itor MaAnony Million ton per year. 


Mr. Watsn. Yes, sir; and because of the shipping problem involved 
nd the tonnages involved, and the areas in the world from which ye 
to move it, Il believe it to be one of the most Important items ao 
Lo kpile list 
itor M LONI Ilave vou ever diseu 
ivailabilitv of these sources . like | 
hen this world war LIV might be unde 
Warsu. That not only is | | 
Pavery intel ve st 
1) prirtinent 
led Wpon a ) ne from these 
itor MALON} nia, r exsumple, 
Mr. Wausu. Yes. 
“i Wor MIALONI Do vou have that informat 
Mr. Wansu. I do not have it with 
vi truly made or if 
itor Marnont lave von been 
lia would still be available? 
Mr. Wausn. A certain percentage. 
(Discussion off the record.) 
Senator Matonr. How much for private industry; do you know 
Mr. Watsu. Last year the exports from India to the United State 
led 899.000 ton 
» itor MALONE. 1] tswn in 1957 
Mr. WatsH. Yes, sil 
Senator Maronr. About 900,000 ton 
Mr. Wausn. Yes, sir 
_ itor Matnonyi How mam 
i} India? More than half? 
Mr. Watsn. Yes, sir. 
Senator MALONE. Do you th 
all-out war? 
Mr. Warsn. It depends on whether or not Tne 
your shipping lanes are open. I think the productior 
It isa question of whether you can move it or not. 
Senator Matonr. It depends on whether your enemy want 
getit or not. 


Mr. Warsn. Yes, sir. 
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Senator Martone. What other materials do you consider tops in this 
matter of material that you intend to get across an ocean ¢ 
Mr. Watustr. Cobalt. 
Senator Martone, That is not a very big tonnage. 
Mr. Wausn. No, sir, it 1s not. 
Senator MaLone. What about tin ¢ 
Mr. W ALSHI. We have all the tin we need how, sil 
Senator Martone. For what ¢ 
Mr. Wausu. For a stockpile objective. 
( Off-the-record discussion. ) 
TIN 


/ 


Senator Martone. Where do we get this tin 
Mr. Wats. It is flowing from Singapore and from ores b 
from Indonesia and the ¢ ongo to Europe, where it Is converte 
tin and thet hipped to this county. Some of the ore from I 
and the Congo and from Thailand—— 
nator MALONI Belgian Congo / 


Wausnu. Yes, sir, and the ore from Bolivia is going int 
‘ty smelter where it 1s converted into the finished p. lu 

Senator MALONE. What percentage of the ore are you getting 
Bolivia / 

Mr. Wausn. I think this year it is the equivalent of LO,000 tor 
metal. 

Senator MaLtonr. What was it prior to that ? 

Mr. Wausu. I think it was around 17,000. 

menator M ALONE, What do they produce in) Bolivia wnnually, 
pre ximately ¢ 

Mr. Wausu. IT could only give you a rough guess on it because | 
not know, but I think their maximum production there is the equ 
lent of around 30,000 tons. 

Senator Martone. I understood it was nearer 40, but I an 
about it. Where does the rest of it go from Bolivia ? 

Mr. W ALSH. England and some to Germany how, 

Senator MaLtonr. What does England do with the material tha 


Stiie Its ove) there ? 

Mr. Wausu. She markets it in the European market andonaw 
wide basis in addition to that. 

Senator Matone. And here, too 4 

Mr W \LSH They sel] here mostly from Singapore and not 
Kurope. 

Senator Martone. Are you sure vou do not get a rather linport 
amount from OF oland besides Singapore ¢ 

Mr. Warsi. Iam quite sure you do not. 

Senator Martone. Would you look it up and furnish it to 


CO ¢ 


nunittee 4 
Mr. Wausn. Yes, sir. As you know, the entire program has been 
handled by the RFC. 

Senator Martone. RFC is not with us any more. 

Mr. Warsnu. The tin operation still is. 

(‘The information is as follows :) 
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ADLERMAN 
Minerals, Mate 
ttee on Inte 


lnited State 


ADLERMAN his 
esting mtormation 
general inforn 

i normally 
Cornwal 
tough 
Bolivia and one 
tin metal trom 
concentrates, bu 
son the til ( 
and there 
mporter or e. 
sh Impure 
d Australia are u 
tin, and has 
smelted in M 
t production 
LILLPOSST Le 
sugh the 


mpire irchases 
n the United Kingdom Gover 
of the smelter is also shown 


Purchases of pig tin from British Empire 


I 


illy all tin concentrates produced in the 
smelters and practica 

America, an exception 

tons of concentra 
262 long tons of t 
t this is the info ation you seek, and 
ve information l you may desire 


Sincerely, 


ADLERMAN, 
. Minerals, Mate als an 
Committee on Interior and Ih 


United States Senate, 


DEAR Mr. ADLERMAN: By letter of November 19, 
you regarding tin purchased from I 
ember 12, 1958 
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During a phone discussion between Mr. Sinclair and our Mr. MeKinnor 
office requested that similar information be furnished for the years 1948 
1949, if available. Following is a tabulation showing the purchases for 


years 


British Empire 


Senator Martone. Who is it under ? 

Mr. Wausu. The head of RFC is Mr. Cravens; 
inder Mr. Wiley MeKinnon. 

senator Mat INE, What date was set 

Mr. Wausn. I really do not know, sir. 

Mr. Mepury. June 30, 1954. 

Senator Matonr. Then they are still in business. Cravens 
fin man ¢ 

Mr. Wausu. Cravens is the head of RFC. Wiley McKim 
the head of the tin operation. , 

Senator Manronr. He would have all this information ? 

Mr. Wausu. Yes, sir. 

Senator Martone, Then it would not be necessary for you to get 
We ean eet it from him. 

Mr. WaLsH. Yes, sir. 

Senator Matonr. What we are really vetting from Bolivia is ab 
» or 30 percent of their produ tion ? 

Mr. Wausu. About that, ves, sir. 

Senator M ALONE. If we were really expecting aA War. would if ly 
iny advantage, do you think, to make some arrangements to se¢ 
whatever materials we can from the Western Hemisphere / 

Mr. WaLsn. Very definitely, sir. You mean other than tin? 

Senator Matonr. Tin included. 

Mr. Warsn. If there is any available outside of Bolivia. TI tl 
we should take all of the Bolivian that we can possibly get and shi 
v0 forward on trying to find other tin deposits in the Western He) 
ty ro, whi h we are now trying to do in Alaska. 

Senator Martone. You think we should do that, do you not? 

Mr. Watsn. Yes, sir. 

Senator Maronr. Are we doing it? 

Mr. Wausu. We are taking it from Bolivia, and we are trying t 
liseover tin deposits ; 

Senator Maronr. In Alaska? 

Mr. Wausn. Yes. 

Senator Maronr, Are we doing any work in South America, 1 
Bolivia or anywhere, to increase the supply in case of an emergency, 

Mr. Watsn. Not to my knowledge, sir. 
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Senator Matong. Are we making any effort to increase the flow of 
re to this Nation direct, rather than crossing the ocean twice, pro- 
we buy some of the material that goes to England ? 
Watsu. The emphasis on that would be at the present time not 
rease for this reason. The stockpile objective has been com 
and there is no authority to my knowledge to go beyond in 
g¢ a supply to this country when that objective has been filled. 
ttor MALONE. Who determines where you get this tin? 
Wasi. [think they buy it where they can get it. 
itor MALONE. They have ho thought of buying it where they 
he able to get it after ‘the war starts, then, or do they ¢ 
~Warsna. That I could not answer. 
ator Matone. Who would be able to answer that question ? 
Wausu. Mr. McKinnon. I believe also they are faced with the 
lity of that smelter being disposed of. 
nator Matonr. Which smelter? 
WatsH. At Texas City. 
ator Matonr. Who has the authority to dispose of it? 
r. WausH. Congress. 
itor MaLone. I just had not heard about it. 
Wasn. I think the law expires, does it not, next year which 
them authority. It either has to be renewed or not. 
Senator Marong. What is the capacity of the smelter? I made a 
ort on it in 1948 to the Senate Military Affairs Committee, but I 
not recall it myself at the moment. 
Mr. Wansu. I think the capacity is related to the purity of the ore 


that they can get. If they can get some high grade ores with the 
Bolivian ores, 1 think the capacity is around 80 to 90 thousand tons 
pel year. 

Senator Martone. And that is of tin? 

Mr. Watsu. Yes, sir. 

Senator Marone. It would be that amount of pure tin? 

Mr. Watsn. Yes, sir. 

Senator Matone. That would be more than we use annually. 

Mr. Watsn. Not in peacetime. We use more than that. 

Senator Matonr. How much do we use now ? 

Mr. Watsn. I think your tin production now is running better 

SO.O00 tons. 


Senator Matone. It runs in my mind that it was 65, but you may be 


*. WatsH. 65 was under the controlled use. 
Senator Martone. But if we used our possible substitutes—this we 
get into from another angle—we could cut the use of tin quite 
materially, could we not ? 

Mr. WALSH. I believe So, yes, sir. 

Senator Matonr. Why is it that we get the secondary tin out of 
Bolivia, and the first grade goes to E urope? Who is responsible for 
So 

* Watrsn. I could not answer that. T do not know the quality of 
. ore we get out of there, nor the quality of the ore that goes to 
E urope. Mr. McKinnon could give you that. 

Senator Matone. It may have changed since 1942 or 1943 when I 

made this report, but we were definitely in a secondary grade. 


39888—54—>pt. 2- 
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Mr. Gumpet. I think that is due to the fact that the company 
a long-term contract with the English smelter and it ships over t 

Senator MaLone. Where does this tin go from that English sm« 
A lot of it comes back here, does it not ? 

Mr. WALSH. There is very little shipped from the United Kk 
dom to here. The English use the Singapore smelter as their 
for an export market. 

Senator Matone. It must have changed since 1942 or 1943. 
call quite a lot of it came here then. 

Mr. Watsn. A lot of tin flows here from Hoboken which is 
Dutch and Belgian production. That flows to this country. 

Senator Martone. That would come from Indonesia throug 
Belgium. 

Mr. Watsn. Yes, be smelted and come over here. 

Senator Matone. It would cross the ocean twice. 

Mr Wal ; 

Senator Martone. Th: nds like a good plan for war. W 
Mr. Wats The stockpile objective is almost complete. 

(D sion off the record. ) 
Senator Martone. That is natural rubber. 
Wausu. Yes, sir 


RUBBER 


Vhat about the production of synthetic rub! 
an athe Sean theca ntry ¢ 
Mr. Wausn. Fr: sais I do not know. 


Se nator Martone. You do not know how near it meets our needs 


actual] ly ¢ 
Vautsu. I know this purely from a using standpoint. I 
, is concerned, they require a third of their prod ict 
hetic. ‘They require one third 1 in natural. The other one 
y can go either direction. They can either use synthetic or natu- 
ral, whichever most economical to them. 
Senator Matongr. What is the source of the natural rubber we 
buying ? 
Mr. Wausu. There is Ceylon, Malaya, Indonesia, Indochina, 
Liberia. 
Senator Martone. Is any of this rubber shipped to any place else 
before it comes here? 
Mr. Watsn. No, sir, it all comes here direct. 
Senator Martone. From these nations ? 
Mr. Watsn. Yes, sir. 
Senator Matonr. Under whose auspices? 
Mr. Watsu. The shipping? 
Senator Martone. The purchase. 
Mr. Watsu. That is purchased under our operation. 
Senator Martone. Who do you actually make the purchase from 
Mr. Wausn. At the present time we are buying only 100 tons a no 
and we are dealing with members of the Rubber Trade Association 
this country. 
Senator Martone. Rubber Trade Association ? 
Mr. Watsu. Yes, sir, members of the Rubber Trade Association 
who are the authorized ones to do this. 


‘ 
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Senator Matone. Are they located in New York? 

Mr. Wausu. Yes, sir. 

5 itor MALONE. Who is the head of the organization ? 

\ Wazrsu. I do not know who is the head of it. I know the sec- 

The secretary of it is Charles Young. 

itor MALONE. Who controls this association ? 
Wausu. It is comprised of rubber importers and certain of the 
rmanufacturers. ‘There is also a rubber manufacturers’ associa- 


tor Matone. They control natural rubber ?- 
Watsn. No, sir, they do not control the natural rubber. The 


A 


tion of natural rubber in itself is not really controlled 
| the crowers are all individuals. 


or Matone. But you buy it from the R 


WALSH. Members of the Rubber ‘T rade OCTaLion, | ie 
tor MALONE. Do you have with you the nan 


\\ 


MALONE. 


rrow ¢ 


\\ LSH. Yes 


Lhe Ol 


} 
n you ado 


MEMBERS 


Commodity Traders, 4 State Street, New 
ican Corp. Ltd., S 
ett & Co,, 389 Broadway, New York 6, N. Y. 
oll Co., 417 J tgomery Street, San Fran 
Badenhop Corp., 21 West Street, New York 6, N 
Rubber & Tradin ., Inc., 233 Broadway, New re 7; 1... x. 
Maclaine, Ine., Water Street, New York, N. ¥ 
I 


s-Philp Co. of San ancisco, 510-515 Matson Building, San Franciseo 5, 


n Rubber Manufacturing Co., 2842 W. Riverview Avenue, Dayton, Ohio. 
Desmond & Co., Inc., 35 Rector Street, New York 6, N. ¥ 
toupher Trading Corp., 2 Broadway, New York, N. Y 
Tire & Rubber Corp., River Roard & Sheridan Drive, Buffalo 7, N. Y. 
r& Co., 120 Wall Street, New York 5, N. Y. 
International Trading Co., 41 Union Square West, New York 3, N. Y. 
ne Tire & Rubber Co., 1200 Firestone Parkway, Akron, Ohio. 
stone Tire & Rubber Co., S. S. Ltd., Singapore. 
ne ‘Tire «& Rul ber Co L, beria. 
Rubber Co., Denver 17, Colo. 
Gneral Tire & Rubber Co., 1708 Englewood Avenue, Akron, Ohio. 
pie & Co., 96 Wall Street, New York 5, N. Y. 
ral Latex & Chemical Corp., 666 Main Street, Cambridge 39, Mass 
uletz & Co., 120 Wall Street, New York 5, N. Y. 
Goodrich Co., S. S. Ltd., Singapore. 
Goodyear Tire & Rubber Co., 1144 East Market Street, Akron, Ohio. 
dvear Tire & Rubber Co. Ltd., Singapore. 
ht, Levis & Kahn, 76 Beaver Street, New York 5, N. Y. 
D. Hecht Co., 510 Battery Street, San Francisco 17, Calif. 
lerman Hollander, Inc., 154 Nassau Street, New York 7. N. Y. 
tite Manufacturing Co.. Inc., Warner & Ostend Street, Baltimore 30, Md 
Heveatex Corp., 78 Goodyear Avenue, Melrose, Mass. 
linperial Commodities Corp., 70 Pine Street, New York, N. Y. 
). G. Innes Corp., 82 Wall Street, New York, N. Y 
International Latex Corp., Playtex Park, Dover, Del. 


( 
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Internatio-Rotterdam, 61 Broadway, New York, N. Y. 
Isbrandsten Co., Inc., 26 Broadway, New York, N. ¥ 
A.C. Israel Commodity Co., Inc., 95 Front Street, New York 5, N. Y 
Kaufmann Trading Corp., 15 Park Row, New York 38, N. ¥ 
I’, L. Kittle, 67 Broad Street, New York, N. Y. 
Leval & Co., Inc., 2 Broadway, New York, N. ¥ 
Little & Christman, 120 Wall Street, New York 5, N. Y 
kk. P. Lambert Co., Ist National Tower, Akron 8, Ohio. 
Latex & Rubber Corp., 1075 Hull Street, Baltimore, Md 
Littlejohn & Co., Inc., 120 Wall Street, New York 5, N. Y. 
Carl M. Loeb, Rhoades, 42 Wall Street, New York, N.Y 
Robt. P. Maier, 150 Nassau Street, New York 38, N. Y. 
Manstield Tire & Rubber Co., Mansfield, Ohio 
Moller Trading Corp., 30 Broad Street, New York, N. ¥ 
H. Muehlstein & Co., Ine., GO Bast 42 Street, New York 17, N. Y 
Vacific Far East Lines, 380 Broadway, New York 6, N.Y 
S. J. Pike & Co., Inc., 30 Church Street, New York, N. ¥ 
Ramco Trading Cx rp.. 76 Beaver Street, New York 5, N. ¥ 
Rouben Import Export Corp., 61 Broadway, New York, N. Y 
Rubber Corporation of America, 274 Ten Eyck Street, Brooklyn 6, N. Y. 
\. Schulman, Inc., 53 East 34 Street, New York 16, N. Y. 
Schwabach & Co., 60 Beaver Street, New York 5, N. ¥. 
Sears Roebuck & Co., 925 South Homan Avenue, Chicago 7, Il 
Sembodja Corp. of New York, 50 Broadway, New York, N. Y. 
Sinex Corp., 745 Fifth Avenue, New York, N. 
South Asia Corp., 11 Broadway, New York, N. ¥ 
ein, Hall & Co., Inc., 285 Madison Avenue, New York, N, \ 
lobaceo Rubber Co., 70 Pine Street, New York, N. Y 
ted Baltic Corp., 21-24 State Street, New York 4, N. Y. 
wvernment of the Republic of Indonesia, Djakarta, Indonesia 
*Maiesty’s Government of the United Kingdom, British Embassy, Washing- 
ton, D.C 
S. Rubber Co., 1230 Avenue of the Americas, New York, N. Y. 
mann Weber & Co., Inc., 76 Beaver Street, New York 5, N. Y. 
Cr. Wilson Co., Ine., 120 Wall Street, New York 5, N. Y. 
rge Woloch Co., Inc., 82 Beaver Street, New York 5, N. Y 
wdyvear Orient Co., Ltd., Singapore 
Goodrich Co, 8. 8. Ltd., Singapore 
Weather Estates, Panama, Gatun, C. Z 
Davis Co., Mayflower Hotel, Akron, Ohio 
Mever & Brown, 347 Madison Avenue, New York, N. Y. 
Xylos Rubber Co., 1200 Firestone Parkway, Akron, Ohio 


“Wasnt CONTRACTS” 


ades & Co., 42 Wall Street, New York 5, N. Y. 
» 67 Broad Street, New York, N. \ 
a State Docks, Water Street, Mobile, Ala 
‘ iip Co., 30 Broad Street, New York, N. Y¥ 
‘ommission, 2 Jones I 


al 
iny of New York, 25 Bre 


ne, New York, N. Y 


, | adway, New York, N. Y. 
ard Product Co., 2130 West 110th Street, Cleveland, Ohio 
1 Valley R. R., 148 Liberty Street, New York, N. Y. 
n Rubber Co., 366 South Boulevard East, Pontiac, Mich 
r Ste msh I Lines é sattery Place, New ¥ rk, N. Y 
Steamship Co., 17 Battery Place, New York, N. ¥ 
Manufacturing Co., Bristol, R. I 
ral Tire & Rubber Co., 1708 Englewood Avenue, Akron, Ohio 
Commodities Corp., 70 Pine Street, New York, N. Y. 
ian, Inec., 790 E. Tallmadge Avenue, Akron, Ohio 
tubber Manufacturing Co., Franklin Avenue and B. & O. Railroad, 
‘incinnati, © 
merican Commodity Traders, 4 State Street, New York, N. Y. 
merican Hard Rubber Products, 11 Mercer Street, New York 13, N. Y. 
Charles T. Wilson Co. Inc., 120 Wall St., New York 5, N. Y 
U.S. Rubber Co. Plantations, 1230 Avenue of the Americas, New York. N. Y. 
Sports Specialty Shoemakers, 204 Shell Building, St. Louis, Mo. 
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Rubber Co., Conshohoc} 
, 90 Johnson Street, 
ning divisior Norton 
eport, Conn 
Robbins, 240 Kensington 
ubber Co., 69 Point Street 


hb 7 1600 Ea 


Middletown, ¢ 
vtueket, R. 1 
New York, N. ¥ 
Avenue, Detroit 4, Mich 


hh Products Co,., 218 abansia Street, Chicago 47, Ill. 


Rubber Co., East Mansfield Street, Bucyrus, Ohio 
ul Rubber Co., 11634 Patton Road, Downey, Calif 


v York, N. ¥ 


ke & Co., 30 Church Street 


Monufa 1647 West 


suckinghan 
1075 Hull § 
10 State Sti 
Desmond & Co. Inec., 33 “ * Street, New York, N. Y 
n Corp., 3949 North Norma v Avenue, Chica 11] 
t Badenhop Corp., 21 ’ Ss York 6, N. Y. 
York Rubber Corp., 100 P: ; York 17, N. ¥ 
Griffith, 
Lombardi Sons, 
Withyvy Steamship Co., Ltd 
luehistein & Co. Ine., 60 East 42d Street, New York 17, N. Y. 
| Baltic Corp., 21-24 State Street, New York, N. ¥ 
, Frank, 
P. Maier, 150 Nassau Street, New York, N. ¥ 
t Rubber Co., Ine., 34 Topalian Street, Mattapan, Boston 26, Mass. 


Rubber Co., Inc., 710 Orange Street, Ashland, Ohio 


TY 


n Rubber Co., Lewisburg, Tenn 
ppine Rubber Project Co 
Goodrich Co., 500 South Main Street, Akron, Ohi 
Molded Products Co., 905 East 59th Street, Le Angeles, Calif. 


ix Assurance Co,, 555th Avenue, New York, N. ¥ 
South Asia Corp., 11 Broadway, New York, N. Y 
bhber & Tire Materials Co., 6820 Forest Park Road, Dallas 19, Tex. 

ed Molded Products, Inc., Taylor Street, Trenton 4, N. J 

e-Morton Stores, Inc., 57 Front Street, New York, N. Y 
Rubber Products Co Sandusl Ohio 
erts Toledo Rubber Co., 1200 Prospect Avenue, Toledo 6, Ohio 
“m«lvear Plantations Co., 1144 East Market Street, Akron, Ohio 


Ine., 


ibber & Trading Co., 233 Broadway, New York, N. \ 


Raven Co., 152 Sussex Avenue, Newark 4, N. J. 
Inc., 236 West Washington Street, Fort Wayne, Ind. 


76 Beaver Street, New York 5, N. Y. 


rdson Company, 
t, Levis & Kahn, Inc., 
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R. W. Rhoades Co., 50-17 Fifth Avenue, Long Island City, N. Y. 

American Export Co., 1140 Broadway, New York, N. Y. 

Hanover Rubber Co., West Hanover, Mass. 

American Mail Lines, 17 Battery Place, New York, N. Y. 

The Firestone Tire & Rubber Co., 1200 Firestone Parkway, Akron, Ohio 
Narragansett Wire & Cable Co., 541 Pawtucket Avenue, Pawtucket, R. I. 
Patterson Wylde Co., 1900 East 65th Street. Los Angeles, Calif 

Better Monkey Grip Co., 5820 Harry Hines Boulevard, Dallas, Tex. 
Sealtex Co., 2014 West Wabansia Avenue, Chicago, Il. 

Rollon Rubber Co., 1805 Jerome Avenue, New York, N. Y. 

Minnesota Mining & Manufacturing Co., 900 Fauquier Street, St. Paul 6 

in, Hal! & Co., 285 Madison Avenue, New York, N. Y. 

Sidney Blumenthal Co., 1 Park Avenue, New York, N. Y 
Hermann Weber & Co. Inc., 76 Beaver Street, New York, N. ¥ 
A. C. Israel Commodity Co. Inc., 95 Front Street, New York, N. Y. 
Dalfour, Muclaine, Inc., 71 Water Street, New York, N. Y. 
General Export & Import Co., 150 Nassau Street, New York, N. Y. 
M. Rothchild & Co., SO Broad Street, New York, N. Y 
Raico Trading Corp., 76 Beaver Street, New York, N. Y. 
ID. Hecht Co., 510 Battery Street, San Francisco, Calif. 
Toplis & Harding, 99 John Street, New York, N. Y 
Bearfoot Soles & Heel Co., First & Water Streets, Wadsworth, Ohio 
Tacony Rubber Products Co., 6482 Edmund Street, Philadelphia, Pa. 
rex Cable Co., Harvester Street, Sycamore, Ill. 
Lines, ” Ri 

1ey-¢ ‘ostell , Ine., 868 East Tallmadge Avenue, Akron, Ohio 
‘air Rub sioes Co., 440 East Jefferson Street, Detroit, Mich. 

Senator Martone. Does this Rubber Trade Association, make 
Rubber Manufacturers Association? The users of the rubber i 
Nation ? 

Mr. Wausn. Yes, sir. 

Senator Matonr. What part do they play in your purchases ? 

Mr. Watsn. None at all, except during the period of time when we 


were thi exclusive | “y of rub ber. 


Senator MALONE. TI hen they bought it from you? 

Mr. Watsu. No, sir. Two of the « a9 unies had buying entit 
the Far East, and we used them for picking up rubber out there fo1 

Senator - (LONE. W! hat are you paying for the rubber ? 

Mr. War The price of rub ber tod: Ly is 2014 cents. 

Senator Ma ALONE. WWI hat is the price ¢ f tin ? 

Mr. Waxsu. I did not have it this morning when I left, but yest 
day it was 73.9 cent 

Senator Matonr. It does not vary very much. 

Mr. Watsn. It has not since the 1st of September. 

Senator Matonge. What is the price? 

Mr. WaLsH. 73.9 a pound at the ie Singapore price. To have tl 
delivered to this country you add 214 cents. 

Senator Matonre. That acaaiin all handling charges, freight 
everything? 

Mr. Watsn. Yes, sir. 

Senator Matone. How do you stand on the matter of the stockp 
of copper ? 

(Discussion off the record. ) 


COPPER 
Senator Matonr. Where are you purchasing this copper? 


Mr. WaALsnt. Most of that is coming from domestic sources. 
balance comes from Canada. 
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tor MaLone. You are not getting any from Chile? 
Watsu. No, sir. 
ission ofl the record. ) 
tor Martone. What are you paying for this copper ? 
Wausu. It varies. Some of it we are vetting for 271 9 cents, 
~S cents, some for 281% cents 
r Martone. ‘This is domestic copper ? 
Wausu. Yes, sir. 
tor Martone. Is there a different source for the different prices ? 
Wausu. Yes,sir. The reason for that isthis,sir: Back during 


od of time when he) " % a controlled price on domestic 


nd a 5614-cent price on foreign copper. 
r Martone. It was contro ; d 
Wausu. Yes, sir. 

r Man 
+ 


) 
WausH. J 


NE. But by a different government ? 
} 


yadiilerent mechanism. It was either a question of 

cent copper or working out an arrangement with high 

icers—domestic producers—and buying copper from them 

e that would cont ! ie them In production. 

tor MALON!I I am interested in that whole system, advocated 
people in Government at that time, that you had to figure out 

luction and pays them a profit. What it amounted to finally 


r 560, 
a 


ry careles met 10d of mInInYs, be ause 1 you could just ret it 
r cost, it did not make much difference what price you paid. 
you could not get it into the cost In some manner, you held the 
wn. How do you go about that? . 
Wausu. IL will 1] rate one mine particularly. That i 
t Copper Co. in Vermont That mine has been operating 
Jack in 1948, that mine was closed, and copper at that time 
na between 17: 
tor Matonr. That is what closed it, I ouess, 
WALSH. Yes, sir. I raer to get that mine in operation, we 
and made a very thore ugh st idly of their cost operation, and 
ivreed after reviewing those and che ‘king with many, that he 
produce copper at 1914 cents. So we gave him a contract at 
ents. ‘That contract contained provisions that when and if the 
of copper went beyond that floor price, we would then go on 
irket. 
Senator Matonr. And pay the market price. 
Mr. Watsu. That is right. During the period of control of copper, 
t company was given a price by OPS of 36 cents a pound. We let 
opper go. We did not take it at that pric e. 
itor Matonr. The OPS fixed the price c 
WatsH. That is right. 
itor Matone. Who was the head of the Price Stabilization at 
t time? 
Wausu. DiSalle was the most prominent. There were others 


ator Matonr. How did he go about fixing the price? 

Wausn. I really do not know how they arrived at it. 

itor Matone. But you do have a policy that if you are going to 

ore than the fixed price or more than the market price for do- 

copper, you go into ear h operation to fi ic out ju t what the 
tisto them and then allow them to make a profit ? 
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Mr. Wausu. We have not done that in all cases; no, sir. 

Senator Martone. That is your policy ¢ 

Mr. Wausu. Yes, sir. 

senatol \I ALONE. What kind ot people do you send out to deter: 
what it costs to mine this stuff ? 

Nii WALSH. Accountants and eneineers. | 

Senator Matone. They work for you / 


Mr Watusn. Yes, sir. j 


‘ l a ; 
Senator MALONE. Give me their names. IL would be very anxious | 
LO knOW whothey ive, i 


Mr. WaALsH. Some of them are right her 

Senator Matonr. Identify vourself for the record. 

Mr. Watsu. I do not know whether they have act ally gone ou 
a copper deposit Mr. Fredell is one of the engineers. 

Nel tol MAL NI Ident fy vou elt fort e record. 

Mr. Frepens.. Clarence Fredell, Expa on Divis 

Senator MALonr. Where are you from, Mr. Fredell 

Mr. Frepetxt. Originally from Montana 

senator \MIALONE. Who were wv th vou there? 

Mr. IREDELL. l was born there and went. to school there. I wor! 
underground in Butte and all throughout Montana. 
Senator MaLtonr. You worked for Anaconda ? 
Mr. Frepeii. That is right. 
Senator MaLont Did you work for them as an engineer ¢ 
Mr. Frepert. No, sir. 
senator MALON! Where has vou engineering experience been? 
Mr. Frepetn. In Arizona, in Mexico. 
senatol MALONE. Copper / 
Mr. Frepein. Yes, sir. 
Sento NEA NE, So they e) l you out nto thes area to deter 
ai 


( ought to cost to mine copper and fix the price / 


Mr. Frevett. I have never examined a copper mine in the U 
States under this program. 
Senator MaLonge. You have never? 
Mr. Frepevy. No, sir. 
Senator Matonr. What engineers do you have that you sent out to 
actually examine these mines ? 
Mr. Wausn. I will] ave to go bac kin the record and find out. 
Senator Martone. Will you send me their names and their back- 
erounds ? 
Mr. WausH. Yes, sir. 
(The information referred to follows :) 
GENERAL SERVICES ADMINISTRATION, 
EM ENCY PROCUREMENT SERVICE, 
Was ton 25, D. C., November 30, 195 
H Grorce W. MALON! 
/ ted States Ne t¢ 


Washington. D. C. 






















made to the letter of Mr. Jerome § 
Adlerman, counsel, dated November 18 requesting certain information with 
respect to testimony given at hearings held before your committee on Oct 
15, 16, and 17 

Mr. Adlerman asks for the names and hackground of mining engineers 
accountants sent to the field to determine production costs of copper mines, wl 
information is requested as a result of my testimony shown at pages 148 et seq 
of the transcription of the hearings. My testimony with respect to this matter 


Reference 


DreAR SENATOR MALON! 
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, error as it was not the practice of the Defense Materials Procurement 
4 cy to send Washington personnel to the field for eXamination of the project 
ered by the application. Our procedure in this respect followed an ar 

a de with the Department of the Interior whereby engineers and geologists 
; Bureau of Mines and the Geological Survey in the field performed this 

e for DMPA. Such personnel was referred to us ‘field team The fi 
j ™ Ys and i ge ( 


enerally was composed of an engineer of the Bureau of Mir 
the Geological Survey who togetl 


il 
} 


scuss With him all phases of the project including prod 
en report was made by the field team setting forth its find 














ier Would physically examine the project 


wtion costs \ 


ngs and recon 


endations, Which report upon receipt in Washington evaluated by the 
eers and accountants of DMPA assigned to process the applicatior In the 
' itv of instances the production costs submitted by the field team \v 
ted by DMPA; in others they were adjusted. 
| e are enclosed lists showing tl und of the engineers nad ace l 
the Washingten office who d the coppe ) tion nsid d 
DMPA 
in page 2 of Mr. Adlerman’s letter he tates that there is mis y from the 
heretofore furnished, one NPA letter dated December 6, 1951 relating to 
withdrawals from tl stockpile The list of lead hdawal lette ! l 
or the existence of a December 6, 1951 letter I ict there were only four 
vithdrawal let copies ol which have heretofore been furnished 
Very truly yours, 
ae VV LSH, Commis } 
NOVEMBER 20, 1953 
owing is a short biography of the men in the Copper Brancb of Defense 
Minerals Administration and Defense Materials Procurement Agency ho have 
ssed applications for Government assistance to copper mines since De 
he L950 Actual field examinations were made by mining enginee) ind 
’ or sts of the United State Bureau of Mines and the United States Ge 
urvey fheir reports were used A ! é 
I. K. Richardson: DMA December 1950 to February 1951. Graduate minit 
neer, Missouri School of Mines Had many vears experience with various 
anies Among them United States Potash Co., Climax Molybdenu ind 
¢ cennecott Copper Co. Served as mining engineer on irious kinds of mining 
2 eering 
m Lyon: Was graduated as engineer of mines from Montana Scho f 
1916; geologist, Anaconda Copper Co nd International Smelting an 
Refining Co., 1916 to 1927; chief geologist, I. S. & R. Ce 1927 to 1946; ass 
eneral manager, I. S. & R. Co., 1946 to 1950; retired 1950. Copper Brat 
\, January 1951 through Mar Wo1, a DMPA J ! 19 od 
Jacob W. Alt: Copper Branch, DMPA Mareh 1, 1951, to July 1951. Gra ¢ 
J r engineer, Michigan School of Mines 1917. United States Army 191 ) 
eal Mining Co., Montreal, Wis., 1919 to 1980. Entire time undergrour iS 
ne engineer, efficiency engineer, chief mining engineer, mining captain, und 
‘} superil é aden ( } i t } | ;? ‘) ( 
He organized and promoted a safety campaign covering 1 Cal et and He 
perations. 
J } owen: Graduated ft Idal Sel \I . h | Ss 
1921. March 21, 1951 to September 10, 1953, DMA and DMPA as mining engineet 
Commodity-industry analyst, Chief, Copper Branch, Acting Deputy Director 
estic Expansion Division, Acti Director, Domestic Expansion Divisior 
1923 to November 1927. geolo ! t, A ak ( 
Mont. The work included planning and direction of mine development ; « 
m of ore reserves and investigation of miscellaneous mines and ope ( 
ishout the Northwest November 1927 to ¢ er 1939, veolog hief 
gist, assistant manager of mine at Kat cece, Poland, for a_ subsidia of 
Anaconda. Work ineluded geological work and mine and plant operatior n 
h rge lead-zine min Was second in charge of development and mining oper 
r tions December 1939 to December 1946, geologist, Anaconda Co... Butte, Mont 


January 1947 to April 1951, geological and mining consult 
1 Products, Inec., Seattle, Wash. Work included investigation an 
mineral deposits of various metals and the development and ope 
phate and olivine properties. 
Rogers V. Waugh: Graduated 1942, Syracuse University, New 












n geology 1942—46, United States Navy Retired to Reserve 


ant, Manganese 


ad evaluation ¢ 


‘ration of phos- 


York. Majored 
with rank of 
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lieutenant, senior grade. May 1947 to March 1948, geologist with New Jersey 
Zine Co. March 1948 to December 1948, geologist with Dominion Gulf Co., a 
subsidiary of Gulf Oil Co. October 1949 to June 1951, Central Intelligence 
Agency; June 1951 to date, Copper Branch, Domestic Expansion Division, 
DMPA and Expansion Branch, Materials Division, EPS. 

Jean McCallum: Graduated 1910 with degrees of engineer of mines and 
engineer of metallurgy. From graduation until 1949 when he retired, he worked 
as miner, mine foreman, mill foreman and various other positions in the 
Middle West, Western States and Mexico. At the time of his retirement, he was 
vice president of the St. Louis Smelting and Refining Co. and general manager 
of one of their plants. From 1949 to 1952 he was engaged in consulting metal- 
lurgical work with headquarters in La Jolla, Calif. From February 1951 to 
February 1953, expert in Copper Branch, Domestic Expansion Division, DMPA 

Grover C. Pidgeon: Attended Pennsylvania State College. From 1908 to 1933 
worked as miner, prospector, assayer, engineer and mine superintendent at 
various mines in the Western States. From 1922 to 1949, chief engineer for 
Phelps Dodge Corp. at Bisbee, Ariz. In charge of mine technical department 
Retired 1949. 1949 to 1952 consulting mining engineer in Arizona. August 
1952 to date, expert and commodity-industry analyst in Copper Branch, D 
mestic Expansion Branch, DMPA and in Materials Division, EPS. 

Stanton B. Keith: Regional Specialist and Deputy Director, Strategic Ma- 
terials Division, ECA; and Foreign Expansion Division, DMPA, 1950-53. Grad- 
uate in geology, Amherst, 1931; master’s in geology, Harvard, 1938. Geologist 
and chief geologist, Peru, 3 years; Bolivia, 3 years; Mexico, 2 years; Afi 
4 months; Western United States, 3 years. 

James D. McClintock: Served as mining engineer and Chief of the Europ 
and African Branch of the Foreign Expansion Division, DMPA, 1951-53. From 
1925 to 1951, served as a mining engineer and metallurgist for several mining 
companies, and in the Government with the War Production Board and Econo 
Cooperation Administration. 

NOVEMBER 25, 1953 

Following is a short biography of the financial analysts in the Credit and 
Finance Division, Office of the Comptroller, General Services Administra : 
who have examined applications for Government assistance to copper mines 
These examinations were made from financial and other reports submitted 
the applicants and secured from private credit sources or other Governm 
avencies, 

Louis Brooks: B. C. S., Strayer College of Accounting, 1942. Bookkeeper, 
Mack Truck Corp., 1988 to 1940; clerk, War Department, 1940 to 1942; acc 
ant, War Department, 1942 to 1946; accountant, Department of Agricult 
1946 to 1950. Financial analyst, General Services Administration, 1950 to date 

Walter Day: Mount Clair High School, 1922. Associate finance examiner, Pul 
lic Works Administration, 1933 to 1940; Chief, Enterprise and Security Sectio 
Foreign Fund Control, Treasury Department, 1940 to 1945; Director, Division 
Statistics, Treasury Department, 1945 to 1947; Director, Credit Division, Sur- 
plus Property, War Assets Administration, 1947 to 
board member, Renecotiation Board, 1951 to date. 

Jesse Eigelberner Pennsylvania State College, 1911. Employed Western 
Electric Co., Sears Roebuck & Co., in various capacities to 1921; consulting ir 
dustrial engineer, 


u 


) 


1951; special assistant to 


1921-33; examiner, Federal Deposit Insurance Corporation 
and Reconstruction Finance Corporation, 1933-51; administrative cfficer, Otlie 
, abilization, 1951-52; financial analyst, General Services Admi 


I 












>t ix 


Attended College of the City of New York (1937 throuch 194 





Southeaste University, Washington, D. C., 1942 and 1947. B.C. S 2 
M. C. S.—1947. Certilied public accountant, State of Maryland, 1950. Gov 
ment clerk, 1940 to 1942, United States Coast Guard and War Depart: 

A intant, Bureau of Internal Revenue, April 1942 to June 1943: United S 
Navy SK (D) 1C, June 1948 through March 1946. Accountant, Bureau 
Internal Revenue, March 1946 to ; 1951 Business accountant, Defe 
Produ n Administration, April to December 1951. Financial analy 
Gi al Services Administration, December 1951 to date. : 


senator MALON! It h is ily AVS been 11 teresti ~” to me to fi} d 


you do it. On the policy of doing 


; ing it that way, I would 1 
} ‘ ] } 2 } c ° . . > ’ 
this comment. It would be comparable to fixing a price for w] 
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d then going into each farm and determining what it cost on each 
particular farm and allow them to make a profit. Do you think that 
wi uld be feasible ? 
Mr. Watsn. No, sir, I do not. 
Senator Martone. What makes you think this idea of yours is 
ible, and that people would really try to produce copper by 
ving someone come out from Washington and determine what it 
oht to cost them and the profit they “could make? What make 

think that you would get new properties opened up under that 
tem? Asa matter of fact, is that your objective ¢ 

ir. Waxtsu. There are three facets to the thing. 

Senator MALongE. Give us at least one of them. 

Mr. Wausu. One of the facets is that those copper mines which 

ue to operate at « going market price. 

Senator Matonr. Whether they lose money or not? 

Mr. Watsu. That is right. The other is, those mines which can- 
operate on a fluctuating market and must have a price that 
rantees them a profit. The other is those mines which are not 
nto production but are being opened up for the purpose of 
ducing cop em The ‘re the arrangement has been that they sell 

eir copper in the market or the Government takes it off their hands. 

iey have the righ to , put through the Government at these floor 

Senator MALONE. And you have the right to accept or reject it? 

Mr. Wausu. Do we have the right to reject it ? 

Mr. Exuior. No, 1 think Mr. Ford could explain how the contracts 

rate, 
nator Matonr. Go ahead. 

orp. Senator, our copper contracts under the Defense Pro- 
yn Act authority, as distinguished from the mts ional stockpile 
hases, have fallen roughly into two classes. ne of them was 
cet new facilities, new productive c apacity I dveiltaed 
nator MALONE. You mean new mines. 

Mr. Forp. Yes, sir 

Senator Matonr. How did you do that ? 

Mr. Forp. The re was and most of the people who came in 
ore prope rt es th: ae y Reivesser to open up and de a agreed 

it if the market Name connection with opening up the mine 

Ct producing the metal was taken care of to an extent that woul 

nably assure that they would get their investment back, 

ld be willing to take the market chance. 
Senator Maronr. Market what ? 
Mr. orp. They would be willing to take the 


} 
i 
A 


nator Martone. If you would mal 
. Forp. Showing them a profit. 
itor Matonr. That is, if you woul 
n showing them a profit, and the n 
orp No, sir. ‘t mean exat 
lalyz their estima ( ) and 
production, plus 
uld invest for facilit 
ty at the time 
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contract for a floor price based on those two sets of costs. hey wert 
free at any time if the market price of copper was in excess of the floor 
price to sell at the market. If the market price dropped below that 
floor price, then they would have the right to tender their product 
to the Government and the Government would have the obligation to 
buy it at the floor price. 

Senator Martone. And if that price might be 36 cents or 40 cents, 
or whatever amount you set, you would pay it. 

Mr. Forp. It was not the amount that we set. It was the amount 
that was agreed upon bet ween the company and the Government, 

Senator Martone. The set price that you guaranteed. 

Mr. Forp. Yes, sir. 

Senator Manone. If they could vet more than that, it would be 
fine. Let me ask you this question, Who checked the heures / 

Mr. Forp. The figures were checked in this way. Originally 
got personnel of the Bureau of Mines to check them. 

Mr. Martone. Who? 

Mr. Forp. They were a group Over 1n the Defense Minerals Ad 
m1 tration, which was organized in the Bureau of Mines to opel 
ul der this Defense Act program. 


1) 
} 


hese men that you had to check these, they 


Senator MaLone. 7] \ 
went out on the ground and checked the prospect if it was a prosp¢ 
whatever they were going to do, diamond drill or tunnel, or whatever 
they were going to do, and you estimated all these costs and the 
engineers in your department and in the Bureau of Mines agreed « 
what the expense might be of minu il after they were 1n ¢ peratlol 


and expense leading up to that operation, and then you made a 
tract on that basi 

Mr. Forp. We made the contract on the basis of a report that was 
furnished by the engineering people ; ves, sir. 

Senator MAtone. I think what we will do, we will resume with Jy OU, 
Mr. Walsh. tomorrow mor Ing at 9: dU. You bring your folks back 
alone with your engineers. IT am very interested in this method of 
buying copper and various other minerals. 

Mr. Wausu. Should we ask the Interio1 Department to bring the 


engineers 


/ 
Senator MALone. Just mention the names. I will know them. 
Mr. Wal SH, Somebody will have to te l] me who they are, Lt heads 
up under Mittendortf. 
Mr. Forp. It headed under Jim 
(Discussion off the record.) 
Senator Manone. I am interested not only in the copper, but 1 


Boyd. 


the whole policy that pays more for forelon ores and alleges to go 
into detail of a mining Op ration and tells ahead of time what it 
is going to cost. That would be interesting to any mining engineer 
vho puts up the money ror it. So will you come back in the morning. 


Iw 11] »ola | to see you. 

Mr. Wausu. That is at 9:50. 

Senator MALONE. Yes. 

Mr. Rolle, will you identify yourself for the purpose of the record, 
and then just make a statement as to what vour duties have been 
and the status of your work, and what the future holds ¢ 
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STATEMENT OF CARL ROLLE, MEMBER OF THE STAFF OF ASSIST- 


ANT SECRETARY OF DEFENSE FOR SUPPLY AND LOGISTICS 


Mir. Rortr. Yes, sir. My name Car! Roll [ am a member of 
taff of the Assistant Secretary of Defei for Supply and Logis 
Mr. Thoma Mr. i 0 : ru [ - } eeneral ire Tl e 

f rly the responsibility of the M ons Board of the Department 
prior to ition Reo tion Plan No 
till { tl Cle { 4 | pl orTram Vv eC] 
enti 1 ae }! V ¢ ( ‘I i> rai. Wh) ib | 
{ 19523 
Maw Phat t] CAniZ | nf 
\ i LI | ' ( R ( i 2) N ) Se] tol 
| time back t 1944, J \ e¢ n the Department of 
eeithera Ci\ nd prior to 1946 as an officer in the Army, 
rlate 1944 11945 ] = Of + lone with a Navy 
r together | pian or WV h led toward the 
| \ a) 
e Surplus Property A which T b eV nacted in Novem 
rt. called upon v en the A \ d Navy Munitions 
rey ee - a to Cone Bn. % t it believed 1 ' 
ry in the way of strategi natel Is ckplling. Phat wa 
in) t ¢ 11] \ 5 oO] rpiu ir property, il 
dthis provision fo Army-Navy M Board x 
O ¢ > its thoughts on 1 need for trate@ic sto kpiling 
report was filed | or February of 1945, and 
} las Senate D nya NO. od. I m sorry I do not know 
( vre thert wa but it Vv 11 the first 2 months of 1945. 
tne el h t of Public Law 52 i the 23d of July 

S l l M LONI | e Sto il \ 4 

\I R LLE, Phat \\ prese ste Cpling’ act, whi ho] 1 tur i 
robably know, St } ha ( it if the orig ul 

S viling Act of June 7, 1939 

1 | provisions of it were substal tially the san e, except that t was 
modernized somewhat and a provision was made for the transfer to 
t St «kpile of materials owned by other \ vent es of the Govern 
ment at the end of World War II and found to be surplus to the needs 
Ol reconversion of industry. 


I was in charge of the st« ckpiling activities in the Munitions Board 


from the date of the act until the transfer of the function to the Office 
ot Defense Mobilization on June LY. 

Senator Matone. Probably if we went very far into this we would 
h ive considerable duplication of what we received from Mr. Walsh. 
What part did Mr. Walsh play in your operations? 

Mr. Rotxir. I am sorry I do not recall the time at which he came 
back to the Government. He had left the Government after the war. 
Senator MALone. In 1945 he left. 

Mr. Rotue. He came back in about 1947. 

Senator MALoneE. Leave Mr. Walsh out, but his department. 

Mr. Route. His organization ? 

Senator MaLone. Yes. 
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Mr. Rotie. Under the Stockpiling Act of 1946, the Bureau of Fe 
eral Supply, I believe—let me correct that—the Procurement Divi ision 
of the Treasury Department was named in the act as the buying and 
warehousing and custodial agent of the stockpile. Through various 
reorganizations the Procurement Division of the Treasury De part- 
ment became the Bureau of Federal Supply of the Treasury Depart: 
ment and under Public Law 152, which established General Services 
Administration, the Bureau of Federal Supply was incorporated into 
GSA and became known as the Federal Supply Service of GSA. 

I believe shortly after Korea broke out, the stoc kpile function and 
other emergency functions of the Federal Supply Service were broken 
off from the norms: il office equipment and so forth fune tions and a Sey 
rate service was established, known as the Emergency Procureme 
Service. Mr. Walsh became the Commissioner of that when it w 13 
established. He had been in the organization prior to that. 

So except for perhaps a year or so after the 1946 act was passed, he 
was the principal oper: iting head. 

Senator Matone. I did not intend to put the spotlight on Mr. Walsh, 
but the department. 

Mr. Rote. That is right. Their job under the act is to procure, 
care for, warehouse, rotate when necessary, the stockpile materials 
under the general direction of the Munitions Board. In other words, 
we would tell them what to buy. Even beginning with the prepara- 
tion of the budget submission we would work up what the needs were, 
and then with the availability of funds known, we would direct them 
what to buy and set the specifications, the general procurement poli- 
cies, general locations at which it should be warehoused, how often it 
should be rotated, certain storage standards in a very gener ral way. 
The actual operation was arried out by that organization. 

Senator Matonre. How long have you been with the Munitions 
Board? 

Mr. Rote. I have been with the Munitions Board as such since it 
was established by the National Security Act, the act which created 
the Department of Defense. I believe that was in 1947. Prior to that 
I was in its predecessor, the Army and Navy Munitions Board from 
1946, and prior to that, from 1942 to 1946, T was in uniform in the 
supply end of the Army which made up, you might say, the Army side 
of the Army-Navy Munitions Board. 

Senator Martone. Then you were here in Washington connected 
with the supply at least to one branch since 1942, and the supply to 
all branches since 1947. 

Mr. Route. Within the military, yes, sir. 

Senator Matone. You have had a tremendous amount of experi- 
ence over there, and you could probably clarify some things that bother 
some of us without very much difficulty. 

What has been the basis upon which your first experience in se 
recommending materials for the Army and then in 1946 in the organ 
zation recommending the amount of material in each case, of the 
strategic and critic ‘al materials, which I assume you have been con- 
nected with, and now the Munitions Board, what has been the matter 
with it that it never did reach its objective in stockpiling or anything 
else ? 

Mr. Rote. I would say there were two things, Senator, and I d 
not believe anyone can say exactly which one. 
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Senator MaLone. You understand I am not trying to blame anyone, 
‘ to clear up the matter. Let us see where the ball is. 
~Rouie. I do not believe anyone can say precisely what was the 
} “ neck at any given time. But there were two things that were 
ang. 
i rst was the level of availability of materials after the needs of 
ate industry were taken care of, and second was the availability of 
oprii ited funds. I think the most unfortunate instance of that 
n the late winter and spring of 1949, when the previously tight 
tal market suddenly loosened up and the funds for that fiscal year 
been substantially obligated, and we were not able to get any 
supplemental, and it was a case of waiting for the next appropriation. 

Over the long pull, except for some spot instances, it was the tight- 
ness of the supply of materials. 

Senator Matone. There is a very interesting chart on page 3 of the 
August 1955 report to the ¢ Congress—t hat is the stoc mpile report by 

e Department of Defense. It shows there from 1947, the actual ex- 

itures that you had made up until June 1953—and you have been 
th this organization whatever it has been called from that beginni ng? 

Mr. Rotie. That is right. 

Senator Matonge. You probably made that chart. 

Mr. Rotye. I made the earlier versions of it. We have better drafts- 
men now who do it. 

Senator Matone. At least you knew about it. 

Mr. Rouxe. That is right. 

Senator Matone. Your net expenditures are shown there as of June 
1953 as three and a quarter billion dollars or a little less. 

Mr. Rotxie. That is right. 

Senator Martone. Your net obligations that you incurred, presum- 
ably contracts unfulfilled, is about 434 billions. Is that what that 
hart means ? 

Mr. Roxie. That is right. Those obligations cover all of the pur- 
chase contracts. 

Senator Martone. The total authority you had to obligate yourself, 
starting with $150,000 here—— 

Mr. Rotie. It was $100 million the first year 

Senator MALone. $100 million and $150 million the second. You 
had no expenditures, no obligations, but you were allowed to obligate 
$100 million. If I can understand how this is set up. 

Mr. Rou E. The money becomes available substantially on the first 
of the fiscal year, and then it is obligated throughout the year. 

Senator Matonr. Yes. You obligated a little better than half of 
that $100 million in that fiscal year. 

Mr. Rotue. That is right. By the end of the fiscal year 1948, you 

will notice the available funds had been completely obligated. The 
same thing happened at the end of 1949. 

Senator Matone. They had been completely obligated, but the ex- 
penditures still amounted to under $100 million. 

Mr. Rortix. That is right. 

Senator Martone. That is, that is delivery. 

Mr. Rotie. That is right. The experience was, and I am sure the 
Senator well knows, particularly in periods of tight material supply— 
[ am speaking somewhat for GSA—they necessarily had to follow the 
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Pp! ict * Or private bu hess, ahd ytLY material hot for deliv 
morrow, but for deli ry G mont! sa vear or i vyearanda half av 
Senator MaLone. Let me ask you before you vo any further ther 


you are buying m nerals principally here. Of course, you are | 
other things, but you are principally in the mining field, are you 
Mi Roe. Phat Is correct I want to clarity that my agency ( 
bough It. The TaN Paus catcat bt ited to GSA, Techni lly t} 
bought it. We told them what to buy. We worked very closely 


them. We knew what was voIng on all the time. 


Senator Matone. Have vou ever had any background In the 


1 . 0 
Dus Mess / Do vou know how m ning s conducted 4 
> Y ; | | 
ROLLE. No, sir. ] have neve been ma mine, | mve Work 
t | me il business for 6 vears. but not inthe n i} neg end of it. 


Senator Martone. You have never been in the mining country. 


IS ADE! needa lh a ml 


, | he country 
Mr. Ron No, sir, I do not believe I have e er been j an 
ly 


ept one of the closed down Colorado si E 
SPFenntol Mou NI If | were to 1] ke some veneral obser tie 


might | e helpful Having been coming ba k here to Washineton 
OY7, when we first started to talk about Hoover Dam, and Mr. Hor 
was elected President soon after that he was in the Department 


Commerce then- ~and as I sal d to you off the re¢ rad, l still cons 
him one of the, if not the outstanding mining consulting engineer 


! ol oy and experience, which is a very rare comi ination. In orcel 
give you and anyone else who does not have a background in this bus 


ie world today. The man has brains in addition to mining te 
] 


ness just some idea of it—and you are working with the man himself, 
Mr. Flemming, he could tell you very quickly—there must be a 

centive. You talk about availability of materials | eing the | ting 
factor. Tothat I agree. You ean snprepriate’ 420 billion for tl X 


nditure of these minerals tomorrow, the same amount you 
spenaing 1 Kurope oe years for Various pul poses, and In 6 mont 
you would not increase » flow of materials very much. 

On the Senate floor 1 ‘ies in commenting on Mr. Ickes, who is di 
now, and IT do not intend to say anything about him—I always attack 
them when they are alive—he was alive then when I said this on th 
Senate floor, that when you start saving minerals in the ground t] 
you do not even know where they are, apparently their thinking was 
that all you had to do was to wait until the morning vou needed th 
minerals, then hook up a team to a buckboard and take a hay knife 
and go up on the side of the mountain and cut off what you wante: 
and come on back and report in. 

That policy has been followed for 20 years. There is no long-rang 
Incentive to mining now. Every de ‘partment of government has be 
headed 1y peop le who knew nothing about the mini le business. ‘Thus 
practice has been pretty much followed in everything else. I think I 
can say that without fear of contradiction. So I would say to you 
that in order to develop mines in this Nation or any other, there must 
be a principle laid down by Congress, you heard Mr. Walsh test fy 
ing that he would deal with a mining co1 npany on the basis of t 
costs. Competent people well grounded in mining problems en u 
be placed in government so that the prospector and explorers rOl 
minerals can go to people that they know and understand their pr 
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nd cal get funds » that whe ey find ert ul ew 
hit. 
! \ there we uld not bea pl ht tor the \ 20 veal } 
J hey we rong to take 1t out oT it <The il l =o ll { 
1934, we have shifted thu l he itustt Irom pl l¢ 
over to Governni t capital, be wuse ho one lh! right mind 
oe to invest long range money, the 1h) o qLustry less the 
( rnment is his partner. 
| ised to be an axlom among mining enginee! that out of h 
cg | prospects brought 1h) by pros] ct people \ ho per] i} 
ot engineers themse lves, but potentia pre du ers, vbe tires 
undred of them that were bro 1] { , there W ld be he ol 
some mining’ engineer woul iy to peo] le wit 
nected will pay to spe ee or fe thousand dollars to 
little digging. They play it like a ind—one cal ta 
If at tl end of that thre ri r tiv | dol] ul Chine 
ir hundred of these prospectors have been in, it do Kk 
od, they just q ( If t looks f | eood nad tl Ve 
yr ol enriching, they will put i five « ter | und ce 
Mining areas are full of dry shafts. Maybe out of several hundred 
c and after an o tlay oT a ynere rom: a Tew to fifty ra 
eT dred thousand doll l one oul oF} | num 7 will produ 5 | 
‘ne rid il] that pretty hu ky A b Y mine Col l mavbe once out 
to | veral thousand prospects. 
s- | Without the prospectors you do not have anything, normally they 
lf, | finanee their undertakings by « ting money from their friends 
Then if there is no long-range i tive, you have taken those me 
tof the hills. They are gone. <All the old o ire dying off. No 
x- | llow in his right mind is following his father in this business, 
I’ : would 1 it as long is Thre itlol il pol pre wis orrul vy every 
o from Washington. 
We will vet into that a little bit later, bi he only wav you will 
| { \ back to w elt wa if one time, 
ok tablish a I am not talking 
he i talk 1Y { Ol 15 o1 & yeal 
if YTeSs 
is . a. is adopter ot putting the <W itshop 
| bot n direct competition with American labor n this material, the 
fi not quit; they died. There are no new ones taking their place 
That is the reason your little chart here 1s now 31,4 billion, four al 
ree-quarter billion, about a billion and one If behind delivery ovet 
y ul you have contracted, People vi ill contract to do this who do 
know anything about mini g You never do hear anything trom 
S them as far as producing any mineral is concerned. You have had 
I that experience, have you not 4 
at Mr. Re LLE. I have not persol ally, but I believe GSA has. 


| Senator MALoNner. We will get into that tomorrow. Il want to leave 
it with you, because you have 7 or 8 alphabetical agencies here, and 
you never do get down to the producer. The producer does not know 


hat you are doing back here. This is a theoretical thing you are 
M doing. You have stopped mining in the United States of America, 
except where there is Government money invested in it either in short 

lortization periods or guaranteed unit price. 


39888—54— pt. 2 Q 
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We will bring this out tomorrow with Mr. Walsh, when he is her 


Go ahead; I just wanted you to know that on this committee that 
you are dealing with there are some people who know something about 
mining. 

Mr. Rotter. I have known that, of course. 


Senator Matone. We know that there has been no policy adopted ir 
21 years to secure minerals in this Nation. You cannot save anything 


il 


because you do not know where it is. No mining organization in its 
right mind will have over 2 or 3 years reserves, because they cannot 
afford to. But if they : are guaranteed a price for ‘a period of that 10 or 


15 or 20 years ahead by a policy adopted by Congress, under which a 
certain return can be reasonably counted upon, and local produ ers 
guaranteed that their competition will be limited to local people, then 
they will go right back to work. For example, in the case of tungsten 
in normal times, producer’s in this Nation have to compete with 
Burma, where they pay 40 cents a day, or somewhere else where the 
wage rate is $1.50 a d. ay, and where we actually in many instances pay 
more here for unemployment insurance, industrial insurance and 
social security than they are paying in wages. With this sort of a 
situation you find the larger domestic mining companies taking their 
machinery along with their superintendents and going over there and 
work that labor. Then you are out of the mining busines. You are 
out of it now in case you do not know it. It is just a question of 
whether you want to buy anything from domestic sources or not. You 
have been in there, and have kept the mining business shut down, 
Perhaps you did not even know it. I doubt you ‘did. 

Mr. Rote. I was under the impression, Senator—I do not know 
what you consider a high standard of mine production—that back in 
19147 and 1948 when this job was getting under way, the domestic mine 
production was at a pretty high level. 

Senator Matone. How was it? You were paying everybody’s ex- 
penses. You were not only paying to open up the mine, but you 
were paying almost everything connected with it. I was here then. I 
am familiar with the War Production Board. I was special con- 
sultant to the Military Affairs Committee during the Second War. In 
other words, you have a premium price plan one time, and then you go 
into something else, but you have the prospector and the producer 
dangling on the hook. So any time you want to drop him, you cut the 
string. “They have been broke twice now. So from now on you are 
going to be their partner. 

Mr. Rote. I wanted to point out that we had the desire to at least 
work in that direction through the letting of long-term contracts—— 

Senator Matonr. What do you calla long- term contract ? 

Mr. Rotie. Three to 5 years. 

Senator Matone. You cannot open up a mine in 8 to 5 years. That 
is something of course you are not supposed to know if you are not in 
it. It takes from 3 to 5 years to make an exploration in a mining 
area, and to build a mill and get into production and then you are 
broke. You have no market. 

Mr. Rotter. Excuse me. My reference was to a period of 3 or 5 years 
of production. : 

Senator Martone. You cannot get in production in that time. 

Mr. Route. No, I meant after production would begin. 
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Senator Matone. Where is your contract on that basis? 

r heard of one. 

Mr. Rotter. There have been some which have been run for delivery 
ls of that time. Aetc 

Senator Maton. Let us take it from there. I want you to remem- 

ber what I am telling you and check it with other people. You can 


I have 


ck it with the chief, who determines who is going into the mining 
~ > } } ] ] > 
3S, You put the finger on someb day Who is the best talker. 
: - - Tr } ee 
You do not find the right men. The man is not out there working to 


et into it under a principle. He knows you have to put the finger on 

I have watched this for 21 years. If the color of his hair or 

’ are not right you do not put the finger on him. I know for 

‘ <ample you pul $90 million into a copper prospect in Arizona and 

tmay pan out all right, and I hope it does, and I know in Wisconsin 

have done something else. But you put the finger on it. The 
fellows were not out there looking for it. 

Mr. Rotie. The question of selecting the most likely prospect, and 
that sort of thing is one which we do not pretend to know much about. 

Senator Matone. Of course you do not, and the fellows who pretend 
to do not, so that ends it. 

Mr. Rotie. I can only go through half of that. 

Senator Matone. You go right ahead. This is terrible as you 
gathered from listening to Mr. Walsh. In the first place the man 
who knows these things you cannot hire him for a Government salary 
unless it is like the chief now who wants to doa job. He is out there 
already doing it. You are taking him out of business by the very 
policies you adopt. I do not suppose there are ten men in Washing- 
ton that even know it. At least I have not heard of it so far. Go 
ahead. 

Mr. Rotiz. I think we had reached the end of the general story. 
Would you give me some guidance as to what sort of thing you would 
like to know ? 

Senator Matone. How do you determine the amount of your stock- 
pile? Who determines that for you, or how do you determine the 
amount that you want to get into the stockpile? You never have got- 
ten that amount in. 

Mr. Rotix. We have in quite a few things. 

Senator Matone. On very few. 

Mr. Rotie. The determination officially was made by the Munitions 
Board and the Secretary of Interior jointly as called for under the 
act. The mechanism was this: Acting through groups comprised of 
our own people, those from Interior, Commerce, and other agencies of 
the Government who had the necessary backgrounds, there would be 
prepared the best estimate of the needs for a given material for the 
prosecution of an all-out war. 

Senator Matone. For how long? 

Mr. Rottz. The planning period we have used through this in the 
past has been 5 years. 

Senator Matone. How long has that been the period ? 

Mr. Rote. That has consistently been our war-planning period. 
This is not to be confused with the 5-year target of completing the 
stockpile. It is the period which it is assumed the war will cover 




















LOG STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


after it starts, if it starts. That has been the planning period ey 
since the program began. 
senator Ma NE. Lou have been on this setup for 7 years. 


Mr. Rouie. If I may go on, the period that the war was as 
to last was 5 vears 


Senator Matonre. You are supposed to complete the stockp 
oe years, 

Mr. Rowe. ) es,sir. But in only l or 2 extreme cases was the 
pile objective equal to a 5-year mobilization requirement for 
material, ‘The estimate of the requirement to support military 
duction and the necessary industrial backup and minimum 
use Was racked up. 

Senator Martone. That is not the question, The ol jective Was 1 
complete the manganese stockpile In dD years, and as far as anyone cal 
see, you have no immediate prospect of completing it. 

\Lr. Rot LE. ‘I he Lon kpile objective to. manganese Was hey 
full 5-year supply. 

Senator Matone, I am talking about the supply you were si 
to have. 

Mr. Route. I see your point, 

Senator Mantone. That is the only pont there is. In other wor 
Vo have not any where approache d youl objec tive, 

Mr. Rouur. That is right 

Senator Matonr. Why / 

Mr. Rotie. The inventory now is close to 60 percent complet 
believe | do not recall whether Mr. Walsh quoted a late r hngure, 

Senator MALonr. You lack 40 percent ¢ 

Mr. Roti. That is right. 

Senator Manone. The transfers show that vou had considera 
transferred to you, 

Mr. Rotuir. That is right. 

Senator MALONE. You have not purchased very much. 

Mr. Rotxie. That is true. 

Senator Matone. Why ? 

Mr. Rote. I do not believe there is any time when we did not 
have funds available and allocated for the purchase of manganese. 
The only thing that has ever held up manganese procurement 
been the amount of manganese available to purchase 

Keeping this in mind, however, that the type of long-range con- 
tract you speak of, in which you might give a man 3 to 5 years to 
open up a property, and then guarantee him a market for { years 
further. 

Senator Matone. I do not understand you have ever let anything 
like that. 

Mr. Rote. That is right. I say that type of contract, if applied 
to all of these minerals, would have involved Government obligations 
for such quantities of material that we never had the funds to do 
it. 

Senator Matonr. That is true. I want you to have this stick in 
your mind. You will always be in that condition until you have a 
principle laid down so these men will know what they are doing for 
years ahead. That must be done by Congress. You will never be 
in any better shape than you are now with the principle you are fol- 
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¢, That ought to be obvious to almost anyone after you have 
n it as long as you have. 

Mr. Routur. The really long-range development contract— 

Sonator Matone. I am not talking about a long-range contract. I 
talking about a principle or policy laid down by Congress. It 
othing to do with contracts. Then you would not need a con 


t 


Mr. Rouxie. I do not think a contractor would go out and produce 
e basis of a stated principle. 
~ itor MALONE. If you took the profit out of the sweatshop la 
e would go right out. Sut | 
day man in India. 
Mr. Rouie. You are talking in terms of protective tariff rather 


ie could not compete with the 40 


i jong-range price guaranty. 
Senator Maronr. No matter what you want to call it, the Const 
Ol ills it a duty and makes it a responsibil ty of Congress. It 
Congress must regulate foreign commerce and regulate the 


mposts, al d excises, Is not that what it s Lvs é 
Vir. Rotite. Yes: that is meht. 


1 


x tor MALONI As lor ras we did that. we would not have had 


rough this rigamarole. It has been transferred over to the 
Department making what thev call trade agreements, which are 
rally trade agreements but agreements to lower tariff . Then 


will go into this a little further, which we intend to do of 


we have already done it unofficially over the last 4 or 5 
vou will find in 90 percent of the cases where they agreed to 
the tar ffs on some particular piece of woods that they then 
necial value for their money in that eld, rai ing the value 


r money in terms of the dollar, and in effect put a tariff on 


money. So you do not get the trad That is right. You 
tT 
M R LL Pha ! rh | re il] vel] | » not remel ber the 
I think it is al t 1948—when the t ff o ingane 
half. The anoted Ori e in Tr lin went un by jist about the 
) f the tarifl t : . , 
Senator Matonr. I know there is a theory in Government that it 
ns the product here to the consumer by writing the tariff off. 
VE st elven the answer to tha The pl ‘ C lway ra ed 
teh whisky hen the pound v levalued. thev raised the 
f scote] wh | ay ) r nere was 0 omnpetiti I} il S 
vhat they do on every ot! nroduct Mavbe vou are gail 
me idea of what I mean by a principle. 
Mr. Rorze. I understand now what you referred to in your cot 
sional principle, that is, tariff protection, rather th in the Gov- 
ent guaranteeing a price over a long period. 


itor Matonr. You do not euarantee the price. 


Mr. Rotter. No. Obviously a tariff protection to a degree does 
he mining 1 dustry a ouaranty. 
Senator Matonr. It euarantees them one thing. and that is he only 
netes with his own | ind. in other words. his own vw wes and } 


market. 
Mr. Rorie. That is right. 
Senator Maronr. All right. What are your considerations when 


are determining the size of the stockpile and what you are going 
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to pay? Let us take your political considerations. What is handed 
down to you in that regard? 

Mr. Rouie. Having set up what we expect to be the requirement for 
material in time of war, a war of 5 years, we would then arrive at an 
estimate of what we would expect the supply to be to go against that 
requirement. 

he first stage of that was to forget all about war conditions and 
get the basic information as to how much manganese can India pro 
duce and how much can the United States produce, how much car 

srazil produce. 

Senator Maronr. What do you base production on as to how 
they can produce ¢ 

Mr. Route. Generally it has been based on prey ious production. ] 
the event that any particular developments of substantial size wer 
known of, and which were reasonably assured of coming into being 
those would be included. Then from that gross estimate of supp 
adjustments would be made based on the guidance we were given pr 
cipally by the Joint Chiefs of Staff on the strategic premises. 

Senator Manone. What did they say ¢ 

Mr. Route. What they said of course covers a very substant 
amount of detail. 

(Discussion off the record.) 

Senator Martone. On the record. 

Mr. Rotter. Obviously, the scope of a future war and what parts 
the world it is going to be fought in. 

Senator MaLone. Do we still believe we can keep it where the Ru 
sians want to start it, and hit them easy enough not to make the 
mad ? 

Mr. Rotte. No. I do not know what was in the background 
their thinking. 

Senator Martone. If they get too mad, we will cut out another 
tion we cannot reach, is that right ? 

Mr. Rotxe. I was trying to illustrate the fact. that it is somet] 
short of a science to estimate what parts of the world you are g 
to have access to in another war. 

Senator Matone. As to whether you can keep & War in one natio1 
or another, I would say that is quite a science. 

Mr. Rotie. Knowing what you are going to be able to do is a certain 
amount of crystal gazing. 

Senator Martone. I think that is what it has been. 

Mr. Rotue. The supplies that would be potentially available would 
be written off to the degree that the sources were assumed not to b¢ 
accessible or to the degree that the information available from t 
intelligence agencies and the State Department and so forth would 
indicate that there was a likelihood of noncooperation and risk as to 
whether we would get from a country under war conditions what thi 
could really give us if they wanted to. 

(Security data deleted. ) 

Senator Matonr. I am anxious to close this up and start on anoth 
witness. Would you mind furnishing for the committee a review of 
vour factor method, and how much manganese you think you need 
the stockpile, and how much you are going to get from India and tne 
various places and how long you think this stockpile will last in cast 
of an all-out war? 
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Mr. Rotzie. Yes, sir; we can furnish that as of the last review that 

; made under our jurisdiction. 

Senator Matonr. When was that? 

Mr. Rotxie. I am not sure whether the dates are given in here or 

It was about the first of 1953. 

Senator Matone. That is good enough. 

Mr. Rotie. It is less than a year old, I am sure. 

Senator MALong. To complete for the moment at least your testi- 

I will ask you if you are familiar with a statement made by the 
‘souahile nt, Mr. Truman, dated July 23, 1946, when he approved 
e bill 752, which became the National Defense Act, when he 
| that he was signing the bill, but advised his people to disregard 
tain parts of it. Did you follow that directive ? 
Rotter. I remember that very well. I can assure you of one 
That message that accompanied the signing of the bill was not 
rated or subscribed to by the War and Navy Departments. 
nator Manone. Was it followed? 

Mr. Route. No, sir, it was not, because we immediately raised the 

iestion as to how a directive of the President could supersede an 

of Congress. 

Senator Martone. It has many times. 

Mr. Rotter. We do not like to be in that position. If I can follow 
that through, the result of that was a later piece of pape r signed by Dr. 
Steelman, who was then assistant to the President, to the Army and 
Navy Munitions Board, which for the purposes of application- 

Senator Matong. What was that date? 

Mr. Rotie. I am trying to find it, sir, because I believe we quoted it 

one of these old reports to Congress. 

nator MAtonr. Was it prior to or following the July 23, 1946, 
statement by the President ? 

Mr. Rotxe. It followed that, because it was the result of the ques- 

we raised on that statement. 

Senator Matonr. What does it say? 

Mr. Rotie. In brief, it relates to the fact that the general Govern- 

ent interpretation of the Buy American Act has been the 25 percent 

fferentials. In other words, the Buy American Act provides that 
estic preference is not mandatory if the he id of the department 
erned considers the price to be unreasonable. The 25 percent 
lifferential had long since been generally adopted as the limit of 
mable additional 
The interpretation for purposes of the Stockpile Act directed by 
White House was— 
Senator Manone. This is Mr. Steelman? 
Mr. Rotie. That is correct. 
ator MAtonr. Signed by Mr. Steelman. 
Roitue. Yes. 
ator Martone. Would you mind reading a part of it ? 
Rotter. If you want to take the time, I will find it for yo 
iator MaLong. No, but give it for the record tomorrow mur! 
Rone. I can give you very q uickly what it says in effect; that 
percent differenti ul shoul d apply as the limit of reasonableness 


se instances where domestic pro rc iction 1s relative Ly SI atl ee 
. 7 


LO import 5 and where tnere 1S no regularly quoted price In 
domestic market. But for those materials, an d i cite copper, lead, 
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and zine as the prime examples, whi re domestic production 
stantial fs compared to our iports and where there is a reg 
quoted United States domestic market price, that the stocky 
to pay ho more than that price. 

(The letter referred to follows:) 


THe WHITE Houst 
l'ebruary 6, 
t. R. DEUPRER, 
Chairman, Army-Navy Munitions Board 
Dear Mr. Deupree: This refers to your letter of January 6, 1947, w 
to certain provisions of the Buy American Act (act of March 3, 1983, 
1520), made applicable to purchases under the Strategic and Critical 
Stock Piling Act (Public Law 520, approved July 23, 1946) 
The Buy American Act, in general, required that the Government purcl 
vy produced commodities but excludes from this rule cases where 


domestical 
domestic purchases are determined “to be inconsistent with the public interest 
he unreasonable,” 
kor the purpose of establishing a eriterion in deciding the reasonableness 
of domestic products the Director of Procurement of the Treasury De 
1 1984 directed that a differential of 25 percent will apply in favor 


stic articles, materials, or supplies on purchase here ie forel 


or the cost to 


S100 Th is embodied it ‘ircular No, 37, as revised ir 193 
iUlv by the Buy Ameri 
ihe functioning of this differ 
recently somewhat misunderstood and in this conne 
Wing explanation rhe purpose of the Conzress i 
o have the Government 
in accord with the 


the 


rmally 
oted a 
ation that 
excess of the 


t ov the market pri 1d in 


the Government, some concession from the mar 


yplicat 
to accept a foreign bid it 


‘mally small ar lit > or none of 
there may 
guished from 
reater thi 
ed the maximun 
tal buying policy, : 
It is clearly unrea 
Cirenlar No. 37. that a d 
ve the world market price mer 
compelled to buy from him 


namely domestic purchase 
; now practicable to formulat 
tiplicity of considerations that must be 
Accordingly, at les for the present, a case by case analysis 
lowed in applying this exception lor example, there may be a few 
mestic sources should be conserved or supplemented, and for that 1 
product should be tained from foreign sources. It is p 
statutory exception with respect to the public interest 
ilt in the rejection of a domestie bid whether or not the cost 
e within the meaning of the Act 
expressed herein have been discussed with representativ 
1 Navy Munitions Board and the Bureau of Federal Supp! 
reement on such views, and they have my approval. 
cerely Vours, 
JOHN R. STEELMAN, 
issistant to the President 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 11] 


ent to Torelg! pul 


MALONE. So then you 


/ 


oppel 
LE. No, sir. 
Martone. Who did that / 


lL am not aware that was added 
i that 


E. 
paying ana 


MIALONE. 561A, ce 
Zo percent nore 


LE. Tomy knowl 


LO} domest it. 


Ver bought any 


MALONE. 
Was lk Git bile 
gE. | believe 


MALont 


In any 
ials produced 


1 1 
steel] i { vi ( nere thers 


etter to the extent 


i] mounts 


uoted dome tic m 
i the trade joul ha 


You 


I do not believe they e then. I was not aware of 
ley did. In any event, 2d percent differential] applied 


In the instance of manganese. 
senator M ALONE, On page 141, refel red to once before today, VO 
known a ie Paley Report—I have never 


ine but he seemed to know 


e 5 of what has become 


net Mr. Paley in the ness 
lerable about it. aul of flo ir 
published June 1952, saVS In part 


g on calling him before 


vet through 


ad to exceed the ) 


The Board is now under instructions (this is the Munitions Board) to judge 
; vt 


the reasonableness of a each case a 
percent limit in exceptional 
1951 (this is the overall statem 

purchased, expenditures 


price differential in 


tified by strategie urgency and by June : 


cases jus 


ent, like most of 
under Public Le 


the state i 


the materials 
reign materials. 
Do you have any comment on that statement ? 
Mr. Rotter. I have one comment on the relative minor amount of 
the total stockpile commitments for domestic material. It must be 
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considered, of course, that, I think, the two biggest dollar items 
STO kpile are tin and rubber. lo the best ot iy knowledge thre 
no such thing as domestic production of tin and rubber. So right tl 
goes a substantial amount of money, exclusively into foreign pur 

In many of the other high dollar volume items our clomestic 
duction has never run more than a nominal amount of our total 
sumption in this country. In other words, the very reason the 1 
rails are on the stoc kpile list is because we are at least to a large 
depende nt upon our imports. 

Senator Matonr. Were you ever interested in going back 
further and finding out why they were not in i xduetion? You 
been in this game a long time, according to your testimony. 

Mr. Rotite. Some of them never have. 

Senator Matonr. How about the wool ind stry ‘ You bought 
wool ¢ 


Mr. Routie. No, si 


Senator Matonr. The wool industry is 


pl retically hoh-exX 
now. Nobody in his right mind would put $2 in the sheep b 
because you have free trade on wool from Australia. That 
reason instead of producing approximately three quarters of the 


used in this country you are producing one third, and it will be n 

less ina year or tWo. You eradually run them out of business DY 

very policies you have in Washington. ‘Then you look at the rec 
and say, there is no such industry in this country. So we go to for 
sources. Let us read a paragraph out of Public Law 520. It 

not read very much like the President’s instructions or Mr. Steel 

either. It says in the beginning of the act about the second pai 
grapnh— 


that the natural resources of the United States in certain strategie and cr 
materials being deficient or insufficient * * it is the policy of the Cong 
and the purpose and intent of this act to provide for the acquisition and re 
of stocks of these materials and to encourage the conservation and de 
of sources of these materials within the United States, and thereby 
and prevent whenever possible a dangerous and costly dependence of the [ 

States upon foreign nations for supply of these materials in time of natio 
eel 


rency. 


You are familiar with that statement. 

Mr. Rotie. Yes 

Senator Martone. Do you agree with it? 

Mr. Rotter. Entirely. As we see it, it sets up the premise that 
dependence on foreign nations should be reduced by a combinat 
of 2 activities: (1) Physical stockpiling, and (2) the encourageme 
of development of domestic production. 


WEST POINT 





TEXTBOOK, RAW MATERIALS IN WAR AND PEACH 

















Senator Martone. We have a very mteresting book that we 


intel 

















to explore, Raw Materials in War and Peace from the Department of 


Social Science, United States Military Academy. It is a 


for West Point and Naval Academy published in 1947, and 


text} 0 


page I 


says that unfortunately the influence of powerful pressure groups was 
strong enough to prevent the elimination of the Buy American clause 


which vitiated the 1939 act, and which now reappears in Public L 
520. It cites the President’s letter here in detail for the study of th 


y 


i 
t 


young hopefuls that will be running our national defense in a few 


1 


years, and goes on to quote the letter exactly as I read it into the rec 
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Pits = 





rning, quoting in part from the letter to make this statement 





ete: 













of the 


es ol 





provisions 












ng our underground reserves 






ows a great knowledge of mining there. He must have had 


ry eminent advisers. I will not read the rest of it. The Buy 











. 1 1 1 4 ] ] } | . | S os 

n Act 1 the thing he attacks there, and anything that wt ld 
: ’ a1 1 

five the Amer] in prot ucel in eve break With IOV cost 






labor, you are familiar with that idea. 
Mr. Rotie. Certainly not. I had not heard that version of it. 
ce tor MALONE. Let me read the rest of it. Continui le W th the 















t clause in effect prevents the addition to the Nation’s overall reserves (in 
stocks held above ground by the Government or private industry) of a 


ce of the wanted materials unless specif stockpl g pu 






t 


producers are determined to be inconsistent with the public interest 






} l . 4 ° 
Truman determines that 1s inconsistent with the public interest 


Buy American or any tariff or any duty as the Constitution sets 










isonable in cost. In effe 







the Government whenever it desires to buy abroad a single ounce of 
e material for stockpiling, so long as it is available in any quantity | ver 
from a domestic producer. Obviously no such state of affairs could con 






the Nation's citizenry understood the situation. 


You understand what I am reading. 
Mr. Rottz. Yes. May I add I think the statement is just as unin 
ed as you do. 


Senator MALONE (reading): 











+ 


ignorance and complacency must continue to stand 





it does understand, 
way of our taking out this minimum insurance of national security 





That is to become dependent on India for manganese when world 
[V—and I hope you check again with these new people that we 
ge of our military aflairs—breaks out, making us depend- 
ent on an area that any sensible person probably would conclude would 
be unavailable in all-out world war 1V, knowing something about the 
eapons that will be used, and the submarines. 
Page 128 of this very comprehensive book pre pared by the D ‘part- 
of Social Sciences, United States Military Academy, says, under 
e head of tariffs: : , 
High tariffs have long blocked the needed inflow of foreign materials into 
the American market. Whatever the economic arguments behind such policies, 
ey become highly questionable when those materials or items in such short 
omestic supply as to jeopardize national security 













licating you have national security when you get your tin from the 


Malayan States and manganese from India and your tungsten from 
Burma, because the nations that ow n these areas are frie! dly, the fact 







that these European nations probably will not see their Far East 


essions again during that war, has little influence on this great text. 











federal administrations have repeatedly pointed out to the Congress that lower 


‘ 


Ts on minerals would help to conserve domestic s ipplies. 





Wher ; achin . . ; 
Where these supplies are 1S just a little bit unknown at the present 
, due to the policy. 
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While at the same time increasing the purchasing power of foreign ¢ 


| think Wwe 
Department 


for 


our fini 


shed goods 


‘] nere are two subjec ts 


comme to the meat of the discussion from the 


covered there very ca 


pably ino p 

‘| ie re iprocal trade agreement by the way, | uppose y yu A 
jar that the two words do not occur in the 1934 Th ide Avreem 
Ther osuch a phrase as reciprocal trade agreements In the act 

M R LLE. | have neve} read it. 

. r Martone. I did several times. “Effective June | 
Lhen it was extended 5 vears and 2 yveul agai mn 19D] Wi 
LO ¢ Lto ( ! SO jf would come ap th svenr. It y t| el 

ithority to negotiate trade agreen indthey ai ot trad 
ment they are acreement to lower tarifl wherein tarifl 
rec ced a ! ich i D0 pel ent. Controversv- ll mieht i t 
point there have been two perliissions Of 00 percent, uk ne 7 
reduction —( mtroversy over the cont hnhuatiol ot the act atte 
date named has been bitter both within nd without the H 
Congr Ix epl for the formal presentat by the admi 

! OT" onal hearings, the factor of n na rity has 


little atte 


len) dependent upon nations three, four and five tho 
! le ay ! Cros im oO ean for the mate Is you can't fel 
without. I t Ik VO will have no trouble g tt he before the 
mittee 1f yo e any ideas on security. Ho ire can we | 
\ ( ( t on the nate for the terials that w 
( tho iawaré’ If you know anyone that wants to come befor 
us In that connection, we would be very glad to have them. 

Ix ept for the formal presentation by the administration in 
LTeSSIO] al hearimes, the factor of national Ser urity h is recelved 


paratively little attention. 


Tel ot our reserves, 


sources 





Again showing utter ignorance in the mat 


We had more tungsten at the close of World War I than t rye 


ning of World War 


it then. 


T ar 
al 


1d according to the experts 


We had more tungsten at the end of World War II in 


\ ul were 


th in we had at the beginning of World War LI. We have Ol 
sight than we ever had and still we are teaching this to our yo 
men about to be officers in the Naval Academy) and West Point 


stion remains 


The que 
} efore the 
Nov 


needed correctives ar 
I turn to the preface, a 


as to how 


far 
e impos ad. 


very 


the damage will have 


nice pre fac e 


On page t iy 


preface just before the contents is this paragraph: 


Brig 
available 
Hutel 


il 


Gen 


the as of 


SISTance 


SO} 





Mr. Roun. 


Mr. Rotur. That is I. 


Edgar P. Sorenson, Army-Navy Munitions Bo: 


his 


Did vou mention him this morning? 
| cid not mention him. 


ird, likew ise 1 


staff, including particularly Col. Willial 


I knew him. 


Senator Matonr. Capt. G. M. Prevost, USNR, Lt 


. Col. Carl Re 


At 


Senator Martone. And Lt. William W. Miller. United States N 
That is the textbook. 


Reser e. 


Do you believe in that? 





Time and the further depletion of our domesti 
will « hange that situation. 


hie 


| 
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Rotie. I do not believe in the statements you quoted and I : 

u that his discussions with me were not along those lines. 
Martone. You are given credit. 

Robe. I think we should understand, of course, that a person 
lted in the preparation of a book is not necessarily consulted in 
e phases of it. We have furnished from time to time— 

tor Manone. These are your colonels and generals. 

Rorie. Yes, sir, 1 am not sure whether they were consulted 


ections you cited, 
itor VIALONE. There has been an e} ilemie for just about the 
length of time, 20 years, prominent people lending their names 
van Zations and books and everything that foes into libraries, and 
go out and sell a bill of goods to the country. In my opinion for 
nent man it is very inadvisable to lend his name to any book 


s he reads it. 
\ir. Rotue. I believe, sir, that the statement said I and others of the 
Army and Navy Munitions Board were consulted, which is a perfectly 
tutement. and we furnished them a lot of factual information. 
did not edit the book before it was issued. 
Matone. That ought to be a lesson to you. Do you have 
hinge further to Say ¢ 
Route. No, sir, | think I am voing home and find out what the 
;of that book is now. Ido not think I ever read the thing. In 
t, lum sure I never read it when it was written. 
Senator MALONrE. It is time we wrote another one. 
Mr. Rote. I agree with you. 
Senator Martone. I would be very happy to cooperate with you if 
want to attempt to write it. 
Mr. Rotie. As a matter of fact, if I may venture to say, I do not 
nk it is so much a question of what philosophy a military officer 
ought to be taught on that subject. I question he ought to be taught 
ther one side or another of a very controversial, and nonmilitary 
hiect. 
Senator Matong. I think he should be given a foundation. I think 
e should be told where to get the information. There is nothing in 
e book that goes into that matter at all. In that preface, very well 
tten, and I suppose you have never seen it although your name is 
nently mentioned, on one score it states: 
ibundant wealth of our resources is to many (speaking of the common 
zen, average American citizen) the average American citizen is just like the 
rage man. He is supposed to be a little below the fellow that is doing the 
ng 
This was written by Col. Herman Beukema, who is professor of so 
ial sciences. Do you know whether he is still there? 
Mr. Rotxie. No, si 
Senator MALone. "This average citizen I suppose is a little below 
[lerman in his knowledge as he states 
If indeed he gives any though to the problem, it is in his failure to distinguish 
between the Nation’s relatively strong position in the aggregate of all aypes of 
natural resources and our situation in the matter of current and growing de- 
ficiencies in the most vital items entering into our economic life. 
; would be very much interested, and I think we shall find out about 
Col. Herman Beukema. This is only a 1947 edition. It is still bei ing 
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used in lectures before the students. Ihave 8 or 10 of them of my « 
and I am certainly not proud of what they are being taught. 

Do you have an advisory committee, an industrial advisory com 
tee, to your organization ¢ : 

Mr. Rotie. We did while the responsibility was ours. We 
group, not just one, of industry advisory committees dealing in vai 
groupings of materials, 

senator MALONE. Do you have a list with you’ 

Mr. Rouiie. I think that was sent at one tim 

senator M ALONE, I wish you would furnish for the record ton 


: 
the names and addresses and connections of each of these 
t 

‘ 


it you appointed. I understand that you had them groupe 
Mr. Rowe. Yes, sir. I am not sure whether that is the 
I think it is. I believe we at one time gave you a t of 
mittees, and when they had met. You did not ask for the 


that time. 
Senator Martone. I would like to have the names now. Ju 
a complete list. 


(I nrormation was supplied to the committee but not n 
part of the record.) 

se tor Manone. I know something about what you did v 
committees. You have them in every department o1 Govel 


You have had them for the past 10 or 15 years. In discuss 


these people, and I would not mind mentioning some of the 
they have been witnesses before this committee in executive s¢ 
and will be again, their only complaint is that you never used 
information, that you had them on the list, sort of silenced them, 
them expenses to come here to meet, but there is no record of 
taking any advice from one of them. 

Mr. Rotue. Of course, Senator, I do not think any administ 
body could possibly take all the advice offered. 

Senator Martone. I do not think it could. I mentioned one o 
that it did not hurt youtotake. One would be the Assistant Seer 
of Interior now, and Mr. Harris, who is very prominent in the 
lead field, and Mr. Williston in the mercury. It would not 
if you took some of that advice. Just give us a closing staten 
to what has happened to your Munitions Board and where the a 
ity now rests. 

Mr. Rouie. All of the authority which was ours under the 1946 
and also the coauthority of the Secretary of Interior under the 14 
act now is vested in the Office of Defense Mobilization. 

Senator Martone. That is headed by Mr. Flemming? 

Mr. Rouiie. That is right. The Interior Department and the D 
partment of Defense became added to the list of statutory adv 
agencies, 

Senator Matonr. That is sufficient. 

Mr. Rotie. State, Commerce, and so forth. 

Senator MALONE. Thank you very much, Mr. Rolle. If you 
just remain here. 

Mr. Roti. I will be glad to. 

Senator Matonre. Mr. Flemming, we are glad to have you here to- 


day. You are taking on a very responsible and almost impossi! 
job. Will you identify yourself for the benefit of the record ¢ 


| l 
biuil 
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STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION 


FLemMMING. I would be happy to. 
une is Arthur S. Flemming. At the present time I am serv- 
1) rector of the ( fice of | Jefense Mobilization. 
wv Matone. I would rather if you would just make any gen 
ment that you care to. I realize you are just taking over the 
Please give the committee a brief outlook on how you intend 
roach your new responsibilities. 
LEMMING. I will be glad to do that, Senator. I wil 
i vene ral statement. 
ou now, the stockpiling functions pre viously vested } 
Board within the De partme nt of Defense under the Stra- 
d Critical Materials Stockpiling Act were transferred on 


53. by Reorganization Plan No. 3 to the Oflice of Defense 


\ began to sears h f< rf on \ ho could fill the post 


Stal rector for Materials. ani glad to say that several 
ro L was fortunate in securing the services of Mr. Elmer H. 
r, manager of purchases for » Union Oil Co. of California. 
Weaver served as consultant to the War Production Board in 
War II and more recently served in a similar capacity in the 
Materiel Command at Wright-Patterson Field. Under Mr. 
ver’s direction, and with the assistance of persons of special con 
In specific areas, we expect to carry forward a review of the 
sumptions underlying the stockpiling objectives and following 
eview of each one of the objectives 1n major areas. 
In the discharge of the responsibilities which have been transferred 
the stockpiling field, we intend to keep before us at all times 


yiective developed by the Congress when it passed the Strategic 


| Critical Materials Stockpiling Act in 1946. I will not quote 
You have already quoted it. 
Senator Matonr. I believe it would be well to insert it in the record 
Mr. FLEMMING (reading) : 
it the natural resources of the United States in certain strategic and critica] 
ils being deficient or insufficiently developed to supply the industrial, mi! 
and naval needs of the country for common defense, it is the policy of the 
ess and the purpose and intent of this act to provide for the acquisition 
| retention of stocks of these materials and to encourage the conservation and 
nt of sources of these materials within the United States and thereby 
crease and prevent wherever possible a dangerous and costly dependence of 
United States upon foreign nations for supplies of these materials in times 
tional emergency. 

Within this overall objective, we also intend to keep in mind the 
lOlLiowlng specific objectives: One, to develop a procurement pro- 
gram that will result in achieving our stockpile objectives in the 
hortest possible period of time without interfering with the current 
lefense program and without creating undue hardship within the 
Villan economy. 

‘wo, to develop a procurement program that, consistent with the 

ective just stated, will make the maximum contribution to streng- 
thening our domestic sources of supply. 

lhree, to develop a procurement program that will keep the United 
States in a position where we can continue to turn to foreign sources 
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of supply in those areas where we know that it will be impossible for 
us to rely completely on domestic sources of supply. 

Four, to develop a procurement program that will enable the pr 
curement agency, namely, the General Services Administration, 
make purchases in the most economical possible manner consistent 
with the objectives above stated. 

In addition to our stockpiling responsibilities, we also have the 1 
sponsibility for carrying forward a materials expansion program 
under the authority conferred upon us by the Defense Production 
Act. In the carrying forward of these responsibilities, we will e 
deavor to keep the following objectives in mind: 

One, to authorize e xpansion programs wherever needed which w 
help us in achieving our stockpile objectives and which will at tl 
same time help us to broaden our mobilization base. 

‘Two, to authorize the carrying forward of programs that will 
encourage wherever possible the de ‘velopment of sources of critical 
materials within the United States and thereby decrease and prevent 
wherever possible a a dangerous and costly depe mndence of the United 
States upon foreign nations for supplies of these materials + times 
of national emergency. You will recognize that as part of the ob 
jee tive set by the Congress. 

Just as I believe, Mr. Chairman, that the materials e xpansion pro- 
oram iat be closely integrated with the stoc kpiling program, I also 
feel that both programs must be tied in to overall Government policy, 
I think this is particularly true in the field of nonferrous metals. [| 
therefore have discussed with the Department of the Interior and 
others the desirability of the President estab lishing a Cabinet com- 
mittee, to be chaired by the Secretary of the Interior, to be composed 
of representatives from State, Commerce, Treasury, and ODM, to 
formulate and present basic recommendations in this area to the 
Cabinet for consideration. 

I believe and hope that this step will be taken. Undoubtedly, 
the formulation of such recommendations would lead to recommenda- 
tions by the President to the Congress. Once a course of action is 
agreed upon by the legislative and executive branches, we will see to it 
that everything that can be done is done to relate our stockpile and 
materials expansion program to the overall policy. 

We welcome the fact, Mr. Chairman, that this committee is re- 
examining the programs and practices which have been followed by 
the Government in recent years in the stockpiling area. We stand 
ready to provide the committee with any information that is available 
to us relative to past practices. 

We will welcome at any time suggestions that the committee may 
desire to make tous. Weare confident that working together we can 
develop a policy which will give this Nation maximum protection in 
the materials area in the event of a stepped-up or all-out mobilization 
program. 

Senator Matonr. You, then, Mr. Flemming, are just starting and 
this is your objective ? 

Mr. Fiemmine. That is right. I may say that I do not have any 
dogmatic feeling about those objectives. We are just starting and 
trying to think our way through in the interest of developing sound 
policies that will be consistent with the policies adopted by the 
Congress. 


+ 
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| wuld like to stress the fact that we do intend to obtain the ad- 
uid assistance of persons with special competence in specific 
I don’t mean by that, always putting them on the payroll 
full-time basis, but bringing them in as consultants. One of the 
I have tried to do in connection with the budget of the Office 
Defense Mobilization is to retain flexibility so we can reach out 
ng in people who have competence in specific areas to deal 
a specific prob lem. 
Senator MALONE. You do believe that any principles laid down 
(‘ongress shouk | be followed 4 


\Ir. Fremuine. There is no question in my mind at all about 


senator MALONrE. | believe, Mr. Flemmine, what you have said 
is you are concerned would cover the subject because you are 
ust starting. We held 3 davs’ hearings in Seattle for the rea- 
at the dates coincided with the American Mining Congress, and 
many of our leading producers and engineers in the United States 
re there. 

Mr. Fremmine. That is right. 
enator Martone. Mr. Flethcher, who is president of the AIME, 

ch I have belonged for a good many years, was one of those 

nt. Leading mining engineers of the Nation are members of 
that organization. I think he will make a great president. He is 
ilso president of the St. Joseph Lead & Zine Co., or whatever the 
hnical name is. We have an Assistant Secretary of the Interior 
is also an engineer and has been engaged in the mining industry 
many years. 

Mr. in MMING. I might Say, Mr. Chairman, that I have come 

know him since he has taken office and have consulted with him. 
The fact of the matter is that I have checked with him on these 

ific objectives that I have just read, and talked with him about 
em before putting them in this statement. I think that we are 
ery fortunate to have in the Department of the Interior. super 
sureau of Mines and other related 
ties, a person with his background to whom we can turn for tech 

‘al advice and assistance. 

Senator Martone. I think you have already changed the trend 
that extent in your new administration. The Secretary of the In 
terior who is. of course, technically over all of these mining activ 
ties as far as the Government is concerned, is a man of general broad 
knowledge. He has also had gumption to appoint as his Under 
Secretary an engineer that I have known for 20 years, I suppose, 
Ralph Tudor. He is not in the mining part of it, but he is trained 
n flood control, irrigation, and the use of water. I think it is very 
rortunate. 

Also Felix W ormser who knows the mining industry as few do 

the country has been placed in a_ responsible policy making 
position. It is a departure, because we had no engineers before 

the Department. They were promoters. This is no criticism 
of them; it isa matter of your objective. 

[ think a good way to do this business would be for us to go ahea 

th our hearings. We intend to conduct hearings probab ly up un 
til early in December. Then we have the job of preparing a re 


~ 


or the work of the I 
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port to our committee. This is a subcommittee. Perhaps as t 
goes on and you progress in your work and we progress in our Wo! 
you could come before us again. 

Mr. Fitermminc. I would be very happy to, Mr. Chairman. 

Senator Martone. If you feel there are any problems that you t! 
the committee can assist you with, I hope you will call on us. 

Mr. Fitemmine. I certainly will. 

Senator Mavone. Particularly in the field of establishing an 
centive for production in this country, I think men of the type 
Mr. Fletcher and the Assistant Secretary of the Interior, Mr. Worn 
er, and others, understand what is necessary for an incentive in t 
mining business. 

Incentive in the mining business is not any different from the 
centive in the watch business or the machine tool business or in the 
crockery business or in hundreds of other businesses and areas of 
production in the country. For 175 years we have had great devel 
opment because the country, some of us believe, had gumption e noug 
to establish policies through the Congress of the United States t] 
established incentives. If your competition was going to come loci 
other producers in the United States, you did not worry, and if pro 
duction came from a sweatshop labor area outside there was always 
some method of making up that difference. 

The Constitution of the United States called it duties, imposts, and 
excises. We have been referring to it as tariffs and import fees | 
a good many years. These were established on a basis of fair and 
reasonable competition. 

Now, in 1934 there were two happenings: One by an act of Congress 
and another by an act of the administration approved by the Senate 
that many believe now had a direct connection. In 1934 the adminis 
tration recognized Communist Russia without any aaa what 
ever. Our Communist threat started in 1954, a lot of people believe, 
including the chairman of this committee. 

The chairman of the committee had a battery of field artillery in 
Kurope when the Russians picked up their marbles and went home. 
We didn’t know what for. Later we understand they had a little 
trouble there. They were rather dormant and probably not very 
dangerous until we picked them up and recognized them on an equal 
basis. 

From that time on the threat has been there. How great it is, per 
haps none of us knows exactly; but the Senate has two committees and 
the House one committee working on that political approach to de 
stroy America. In reading the papers I note some agree with the 
approach and some do not, ‘but nevertheless we have made the people 
of the United States conscious of the problem, which probably was 
necessary. 

Personally, I favor what they are doing, but I am only 1 of the 96 
Senators, and I do not intend to speak for the Senate. T believe they 
are doing a good job, all three committees. 

The economic approach to destroy us started the same year, some 
of us believe, it was 1934. Congress transferred its own constitu 
tione’ responsibility, to regulate “foreign commerce and to adjudge 
the duties, imposts, and excises to the Executive, which has been ad- 
ministered by the State Department. This was called the 1934 Trade 
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\ ements Act; named Reciprocal Trade in the same way that we 
1 it Trade Not Aid. Not here at home but adopted here because 
lid not understand what was happening to us. 
might read that section 8 of article I of the Constitution. It is 
section. I will read part of it. It says that the Congress 
; ve the power to lay and collect taxes, duties, imposts, and 
, . but all duties, imposts, and excises shall be uniform through- 
e United States. 
We refer to the duties, imposts, and excises generally as tariffs and 
ort Tees and various other references. It makes little difference 
we call it, just so we know what we are referring to. 
It states further along in section 8, article 1 of the Constitution, 
reading first, to check: 


the Congress shall have the power— 
This is in the part starting with the word “to”— 


ate foreign commerce among the foreign nations and the several States 
lian tribes. 

A strong-minded President and what I would refer to as a rather 
weak Congress in 1934 was able to make that deal, and since that tims 
there has been no talk in the United States—audible talk—and we have 
raised a new generation (20 years is a long time) who have even for- 
gotten that paragraph is in the Constitution. 

So the Congress abrogated its constitutional responsibility and gave 
the President the power of attorney to regulate foreign commerce and 
te idjudge imposts, duties, and excises. Many people believe it is 
unconstitutional, as a matter of fact, but there was quite a cycle here 
that we hope we have recovered in part from, anyway, where we 
might quote a great President—dead now—who said: 

Whether it is constitutional or not 

Not referring to this act but all acts that he might recommend— 


that it shall be done. 


Some of us do not agree with that conclusion. However, this year 
we extended for 1 year this same act. If we had not extended it, it 
reverted to the Tariff Commission under the 1930 Tariff Act with 
2 authority on a flexible basis to raise or lower duties 50 percent 

lich would not be sufficient now because the State Department. has 
taken two bites, one 50 percent and then another 50 percent, meaning 
a total 75 percent, that duties have been lowered in many instances. 

Then as to our inflation, there is a little disagreement whether it is 
38tolor2to1. When the duties have been specific duties, so many 
cents or dollars per unit, inflation lowered it just as effectively as if 
it had been lowered actually. If they were on a percentage basis, and 
many of them are, of course, then inflation does not have much to do 
with it. So we find ourselves without any protection at all. I do not 
particularly refer to it as protection. Without any evener between the 
wages paid abroad and here. 

Much propaganda has been put out over the years, all screaming at 
the ones that want to take the profit out of sweatshop labor abroad 
as high tariff advocates. Personally, I have never heard anybody that 

nderstood the situation ask for a high tariff or a low tariff or a high 
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duty or a low duty. What they have said, little noticed so far, is tha 
they would like for it to revert to the Tariff Commission, an agent 
Congress, and lay down a principle of fixing such duties on a 
of fair and reasonable competition, and have that duty as we once 
and represent that differential between that wage standard here 
abroad as nearly as it can be determined. That is not a very b 
Che Tariff Commission is adequately equipped to do it. 

In other words, there are simply two schools of thought 
business, apparently. One, say, pay a subsidy for industry that y 
want to preserve in this country. Of free trade, no duties, to mak: 


that differential. Man contend that that do not establish an 


tive for production simply because if every session of Congress 
tinues to make the State Department its agent and they nave 
check on what the State Department does, and the State Departn 
has no thought of industry at all, only dealing with some fo 
nation and trying to gain some advantage through trading a part 
an industry, whether it is then objective ot evening their stand 
of living, bringing them up and us down, so that we finally liy 
alike, or whether it is to help a foreign nation or whatever 
objective, they have never raised a duty. They have also iowers 
them. 

Now, there is a committee, that is study Ing this proposition. I | 
they really study it. I want to say that I think we have one of 
finest Presidents that it has ever been my pleasure to meet and k 
nnd I have know n all of them since ( ‘oolidge, including Mr. Cool Lo 
I! just hope that he takes a good look at it, because this time, this is it 

Mr. Ftemmrina. I think that Commission has a wonderful 
tunity to come to grips with this basic issue. 

Senator Martone. I am in hopes they will come to grips with it and 
not write a report like the Paley Commission, where they have thei 
mind made up and find the reasons. 

Mr. Fiemmrina. Considering some of the persons serving 
committee, I think they will go at it pretty vigorously. 

Senator Martone. I hope so. 

Do you understand the Paley report? Have you ever read it? 

Mr. Ftemmine. No; I have never had the opportunity to read t! 
entire report. I know there was such a report and am familiar wit 
general outline of the report. 

Senator Matone. I would say to you that I have read quite a bit 
of it. You can write 5 volumes on 1 paragraph. We have no suc! 
thing as raw materials. We must buy them from foreign nitions. 
We do intend to have some members of the Paley Commission com 
before the committee because there may be some great solution: to all 
this business that we never heard of. It must be, it is not in the report 

Are you familiar with the Bell report at all ? 

Mr. Fitemminea. Just that I know one was made. I have not studied 


it. 
the 


Senator Martone. You have heard some of the testimony on 
stockpiling program, and I presume you have had no opportunity to 
get into it. 

Mr. Ftemmine. That is correct. It was very interesting to me to 
hear some of the discussion that has taken place here. 
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Senator MALON} We have had a stockpiling program since L939. 

tary Johnson says I was the first to begin to talk to him about it 
late thirties. 

Mr. Fyemmine. As ] indicated, Mr. Chairman, I feel that the best 

for me to tackle this along with my associates is to vO right back 


heomning and take a look at the basic assumptions that have 


ked about nere, and then take a look at the specie objectives. 
iate the fact that that is not somethi or we can do overnight. 
yr process and one that is going to require taking a good deal 
mony on our part. I mean, getting people in who understand 
situation to olve us the benefit of their point of view. We do 
| to follow that kind of an orderly procedure. 
senator M \LONE. Speaking for one member of the subcommittee, 
eply appreciate that attitude and certainly have no intention of 
¢ any questions that might in any way embarrass you in your 
K Sometime, maybe early in December or late November, if you 
oree with us, you might come and tell us the progress you are making. 
Mr. Fiemminea. I would be very happy to do that. 
Senator Martone. The Interior and Insular Affairs Committee has 
rally been behind such plans. In other words, the building of 
lot plants in fields that look favorable, like, for example, the pro 
fion of petroleum fue Is from coal and oil shale. Both of those 
formulas or methods are fairly well known, I think, and feasible from 
operational standpoint, but not feasible from a cost standpoint vet. 
itional defense that is not the controlling factor. 
{re you familiar with the work on titanium at all? 
Mr. FLEMMING. The only thing L do know is that a review board |] 
t up did raise the goal on titanium some weeks ago. I think we 
te you to that effect. 
Senator MALONE. Yes. 
Mr. Fuemoine. I think we provided members of the staff with a 
opy of the paper that was used by the Review Board. 
Senator Martone. While we had an executive hearing out there. 
ey would be available to you. 
Mr. Ftemmina. I appreciate that. 
Senator Matonr. General Metzger, Wright Field, Dayton, Ohio, 
perhaps the outstanding experimental field in the world, spent about 
ours before our committee out there and what he said was very 


I 


teresting, 


We have letter contracts for about thirteen or fourteen thousand 
per year, about 35 tons per day for titanium. I am just taking 


one material. We are fone into each one of these materials, 
bout 77 of them. Weare eetting much less than half of that amount 
after 5 years, and a considerable amount of that production is sub 


specification material. 
lhe Government is getting very little of it. Much of it is going to 


England. Twenty-five thousand five hundred tons per year | 


lave 


been authorized. Thirty-five thousand tons per vear have been re 


y i 


. = . . . ‘ . 
iested, I believe, through either the Munitions B yard or the armed 


I 


services, 

The general testified that if the manufacturers of fighter-bomber 
es and commercial planes could just forget about the production 
| that the material would be up to specifications; that from one 


Y 
I 


9) 
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hundred to one hundred fifty thousand tons per year would be requ 
immediately. Weare only started onthat program. Du Pont a 
Titanium Corp. have been in the business for about 3 years bi 
not whipped it yet. The Crane Co. in Chicago has been awa 
contract. They are looking around for a place to operate because of 
a power shortage. The power shortage is acute where the Tita: 
Corp. is located. 


Va 


With respect to manganese and rutile and other things, it is a 
silly to become dependent on foreign nations. ‘Therefore, thi 


mittee 1s going to try in each case to determine how self-sufficie: { 
can become under a proper set of princip les adopte d by the Con g 
of the United States. With the proper treatment the resources of 
other Western He M18] yhere nations can be counted on in reaching 
goal. Most of the people I have discussed this matter with are of 
opinion that we will not have any trouble defending the W 
Hemisphere. 

Naturally, we will have some ship losses in the Carribean area, but 

‘ither land, or coastal transportation, can be utilized which is more 
e€ easily defended than long lines of communications from the E 
Hemisphere. 

Mr. Fiemminea. I would certainly be very much interested 
information you develop. 

Senator Mavone. I know you will. If you get any information, 
we will be interested in it 

Mr. Fiemmine. I oad be very happy to supply 1 

Senator Martone. They tell me that the mineral, some rutile, but 
mostly ilminite, rank about fourth or fifth in the supply of meta 
minerals in the earth’s surface. 

There is no question about it, there is plenty of raw material. The 
problem is licking the technical difficulties. Titanium metal is t ty 
as strong as aluminum and stands more heat and has other qualities 
that are confidential. These special qualities make it imperative that 
military planes be built out of it. 

There are planes on the drawing board now that are to be made of 
half titanium, but they do not dare take them off. Bombers w! 
are also on the board, can make a drop at any place in the world a 
get back, require this material. It might sake a considerable dif 
ference in our national defense setup. 


URANIUM 


Now, you get into the field of nuclear energy. There again pretty 
near all engineers are obsolete or will be in about 10 years. We now 
get a lot of this raw material from the Belgian Congo and way points. 
In 1944 an industrial report of the 11 Western States was published 
I was a director of it. It weighs about the same as Webster’s D 
tionary and still is the reference work for the area. In that report 
we pointed out the availability of the raw materials for this nuclear 
energy in Colorado and other States. 

This committee early this year had referred to it a bill to iron 
out certain relations between oil and gas leases. So we, after careful 
study, reported a bill out and they say it is working pretty good 0 
there. It is the intention of this committee to hold a hearing 
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Lake or Denver, but I am about persuaded to oO to Grand 
on where the mining is taking place. 

people believe, and I think it is beyond a prospector’s dreams, 


may be self-sufficient in the production of the raw materials 
lear energy for the bombs and commercial use. It Is certainly 
the Western Hen phere: and it Inay be found to be so in 


ted States. 


indertaking quite a job when you go into 77 


1 


that democratic horse in Pennsylvania spoiled 
ition anyway, so I intend to stay with it until Congress con 
We want to work with vou. 


FiremMinG. Thank you. We will certainly look forward to 
ng with you. 

or M \LONE. I knew this would be inter sting to you. 
LEMMING. It is, very much so. 

Mavone. The committee will be interested in any infor- 

you cig up on this th ng and then your recommendations 
» what Congress should do in adopting a principle for establish- 

incentive to develop a new set of miners and watchmakers and 

we have lost in the last 20 years. 

Mr. Ftemmine. I think if the committee to which I refer is set up, 
| be possible for the agencies to vet together and to cooperate 
you also. 

s itor M ALONE, Thank you very much, Mr. Flemming. 

Whereupon, at 4:30 p. m., the hearing in the foregoing matter 
ece ed to reconvene on Ok tober 16, 19538. ) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 


TIME OF WAR 


FRIDAY, OCTOBER 16, 1953 


UNrrep STATES SENATE, 
SUBCOMMITTEE ON MINERALS, 


MATERIALS, AND FuELS ECONOMICS, OF THE 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, dD. C’. 


bcommittee met, pursuant to recess, at 10:30 a. m., in the 
Sen- 


e SUI 


e room, 224 Senate Office Building, Washington, D. (¢ 


(George W. Malone, Nevada, chairman of the subcommittes 


; pre 


Present: Senator George W. Malone, Nevada (chairman of the 
ommittee ). 

\lso present: Jerome S. Adlerman, counsel to the subcommittee ; 
Ff. Flynn, subcommittee assistant counsel; George Bb. 
erer, subcommittee staff engineer; and Richard G. Sinclair, sub- 
ttee accountant. 

itor M ALONE. The committee will be in order. 
meeting originally set for 9:30 was postponed until 10:30 be 
nt I had with Secretary of Com- 


I had forgotten an appointme n 


ree Weeks. 

Mr. Walsh. we were discussing yesterday the matter of importing 
terials for use of the Government without the payment of duties, 
posts, or excises, as the Constitution refers to them, commonly 
own as tariffs and import fees, 
gard to that matter at the beginning as to just what materials have 
been brought in without such payments, and the basic law upon which 


Executive order was based, when the law was passed, and when 


Could you give us the story in re- 


order was issued ? 
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Mr. Wausn. There was an Executive Order 9177, signed June : 
1942. Section 3 pertained to the importation of materials duty free 
Senator Martone. What are these materials that you can bring 

duty free under Executive Order No. 9177? 
Mr. Wausu. I do not have a copy of the order with me. I 
unable to get that, so I cannot give you that information. 
Senator Matonr. Please insert that in the record at this point. 
Mr. Watsu. Yes, sir. 


(The information is as follows:) 


Wiis 


DUTY-FREE STOCKPILE PURCHASES 
EXECUTIVE ORDER 9177 
DEFINING ADDITIONAL FUNCTIONS, DUTIES, AND POWERS OF THE SECRETARY OF Wak 


THE SECRETARY OF THE NAVY, THE SECRETARY OF THE TREASURY 
TARY OF 


, THE SECRI 
AGRICULTURE, AND THE RECONSTRUCTION FINANCE CORPORATION 











By virtue of the authority vested in me by the Constitution and laws of the 
United States, and particularly by title I of the First War Powers Act, 1941, 
approved December 18, 1941 (Public Law 354, 77th Cong.), as President ¢ 
United States and Commander in Chief of the Army and Navy of the United 
States, it is hereby ordered as follows: 

1. The Secretary of War, the Secretary of the Navy, the Secretary of th 
Treasury, the Secretary of Agriculture, and the Reconstruction Finance Corpora 
tion are each authorized to exercise the functions, powers, and duties here 
fore vested in the Secretary of the Navy by that provision of an act approved 
June 30, 1914 (88 Stat. 399; 34 U. S, C. 568) which reads as follows: 

“Provided, That hereafter the Secretary of the Navy is hereby authorized ft 
make emergency purchases of war material abroad: And provided further, That 
when such purchases are made abroad, this material shall be admitted fr: 
of duty.” 

2. The Commissioner of Customs, with the approval of the Secretary of tl 
Treasury, shall issue regulations governing the entry and admission free 
duty of articles as to which an officer or the agency designated in section 1 
of this order shall make a certificate to him in the following form: 

“The procurement of this material constituted an emergency purchase of 
war material abroad and it is accordingly requested that such material be 
admitted free of duty pursuant to the act of June 30, 1914 (34 U.S. C. 565) 
and Executive Order No. 9177.” 
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e authority herein conferred including the authority to execute the 
fieate set forth in section 2 of this order, may be exercised by the Secretary 
the Secretary of the Navy, the Secretary of the Treasury, and the 
ry of Agriculture, and the Board of Directors of the Reconstruction 
Corporation, respectively, or in their discretion and by their direction, 
ely, may be exercised also by and through any officer or officers or 

n officials of their respective departments and agency designated by them 

se purposes, or, in the case of the Secretary of Agriculture by and through 

rations in the Department of Agriculture as are under the direction 

nervision of the Secretary of Agriculture and in the case of the Recon 

Finance Corporation, by and through one or more of its subsidiary 

The Secretary of War, the Secretary of the Navy, the Secretary 

ind the Secretary of Agriculture, and the Board of Directors 

isti ion Finance Corporation may authorize such officer or officers 

n officials of their respective departments or agency or such corpora 

porations subsidiary to the Reconstruction Finance Corporation or 

» direction and supervision of the Secretary of Agriculture to mak 

legations of such powers and authority within their respective depart 
agency, and within such corporation or corporations. 

Chis order shall become effective as of the date hereof, shall continue in 
nd effect until the terminaticn of title I of the First War Powers Act, 
nd shall authorize or ratify any emergency purchase of war materials 

eretofore or hereafter made by or for the account of any of the said 
ts, the said agency, or such corporations, and any such war nmiaterial 
ased may be entered, or withdrawn from warehouse, for consumption 
oof duty during the effective period of this order. 

Any provision of any Executive order, and any provision, rule, or recula- 

of any officer, department, board, commission, bureau, agency or instru- 

y of the Government of the United States conflicting with this order are 

seded to the extent of such conflict. 


( 


FRANKLIN D. ROOSEVELT. 


WHire House, May 30, 1942. 


r. Watsu. That was augmented by a Treasury Department order 
tober 26, 1942, whic h was signed by the Acting Secretary of the 


Herbert E. ¢ raston. That Trea ury order passed on to the 
ector of Procurement of the Procurement Division of the Treasury 
uthority to make findings under that Executive order. 
Censtor Martone. In other words, it was an order from one Treasury 
ial to another 
Mr. Wausu. Yes, sir. 
Senator Matonr. Where is Mr. Gaston now? 
Mr. Warsn. I really do not know. He was head of the Export- 
port Bank and retired. I ent 2 lo not know where he is now. 
Senator Matonr. Do you know his home? 
Mr. Warsn. No, sir: I do not. 
Senator Martone. He left the Treasury to become head of the Ex 
Import Bank ? 
Mr. Wausn. Yes, sir. Then he retired. 
Senator Matonr. Upon what were these orders based? Were they 
d on some basie law ? 
Mr. Watsn. That I really do not know, and would not know with 
reading the order. 
Senator M ALONE. Then will you submit both of the orders for the 


record, together with reference to the basic law and a statement of your 


in which you outline upon what basic orders they were based. and 
it they provided? In other words, what materials can come in 
hout paying the duty, and the effect upon the materials. after 


they arrive here. In other words, if there is any indication that you 


( 


an bring in such materials and transfer them to private industry 
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with the Government paying the duty, let us connect up the whole 
story now. 

Mr. Watsn. Yes, sir. 

Senator Marong. You can do that today, I judge? 

Mr. Warsn. Yes, sir. 

(The information is as follows:) 

EMERGENCY PURCHASES ABROAD (38 StaT. 399; 34 U. 8S. C. 568) 

Sec. 568. Emergency purchases abroad. The Secretary of the Navy is an- 
thorized to make emergency purchases of war material abroad: Provided, That 
when such purchases are made abroad, this material shall be admitted free of 
duty. 


EXCERPTS FROM THE First WAR Powers Act, 1941 


SECTION 1. That for the national security and defense, for the successful 
prosecution of the war, for the support and maintenance of the Army and Navy 
for the better utilization of resources and industries, and for the more effective 
exercise and more efficient administration by the President of his powers as 
Commander in Chief of the Army and Navy, the President is hereby authorized 
to make such redistribution of functions among executive agencies as he may 
deem necessary, including any functions, duties, and powers hitherto by lay 
conferred upon any executive department, commission, bureau, agency, goy 
ernmental corporation, office, or officer, in such manner as in his judgment 
seem best fitted to carry out the purposes of this title, and to this end is author 
ized to make such regulations and to issue such orders as he may deem necessary 
which regulations and orders shall be in writing and shall be published in accord 
ance with the Federal Register Act of 1935: Provided, That the termination 
of this title shall not affect any act done or any right or obligation accruing or 
accrued pursuant to this title and during the time that this title is in fore 
Provided further, That the authority by this title granted shall be exercis 
only in matters relating to the conduct of the present war: Provided f 
That no redistribution of functions shall provide for the transfer, consolid 
or abolition of the whole or any part of the General Accounting Office 
all or any part of its functions (55 Stat. 888; 50 U. S. C. App. 601) 

Sec. 5. That all laws or parts of laws conflicting with the provisions of t 
title are to the extent of such conflict suspended while this title is in force 

Upon the termination of this title all executive or administrative age 
governinental corporations, departments, commissions, bureaus, offices, or of 
shall exercise the same functions, duties, and powers as heretofore or as 
after by law may be provided, any authorization of the President unde 
title to the contrary notwithstanding (55 Stat. 8389; 50 U. 8. C. App. 605) 

Sec. 401. Titles I and II of this Act shall remain in force during the continu- 
ance of the present war and for 6 months after the termination of the war 
until such earlier time as the Congress by concurrent resolution of the Pres 
may designate (55 Stat. 841; 50 U. 8S. C. App. 621). 

Mr. Watsu. Public Law 152, July 1, 1949, contains language to 
the effect that materials imported for stockpile can be entered duty 
free. [t is limited solely to stockpiling. 

Senator Matone. Do you have that with you? 

Mr. Wausn. No, sir. I believe that section was read into the 
record yesterday. 

Senator Martone. I will ask that you submit that section again fo1 
the record to be inserted at this point. 


Mr. Warsu. Yes, sir. 


DUTY PAID ON TUNGSTEN SOLD TO INDUSTRY 


Senator Martone. Public Law 152 passed in 1949, that provides for 
importation of materials for stockpiling without paying the duty! 


Mr. Warsn. Yes, sir. 
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senator MALONE. Is there anything in that law that would indicate 
any administrative officer could transfer these materials to pri 
ite industry and the Government pay the duty 4 
Vii \\ \LSH. No, Sir. The act, as l recall it, the language is very 
ific in that it permits importation for stockpiling purposes only. 
oS ator MALONE. Upon what did you base, then, the payment by 
e Government of the duty, which amounts to free trade ¢ 
Mr. Watsi. The duty that we paid on that material was not going 
the stockpile. It went to industry. 
Senator Mavone. That is right. It was imported first with an idea 
t would go to the stockpile. 
\lr. W ALSH. No, sir. The autho ization is for purchase and resale 
Senator MALone. Is there anything in the purchase and resale that 
licated that the Government was to pay the duty ; that is, the pur 
ise und resale orde} ¢ 
\Ir. WALSH. Et e only thing the order d d cover Was that loss oO! 
program would be sustained by the Government. 
Senator Matonr. Do you suppose that Congré had in mind pay 
ie duties or do you suppose that th vy had in mind that you might 
ike a bad investment, and would have to d spose of it at the market 


t 
Mr. Wansn. On the stockpile, si 
Senator Matone. On the material you bought for private industry 


say that this law allowed you to buy abroad for private iInaustry 
he United States. Did I not understand you to say that ? 

Mr. Watsn. That particular authorization thorized that, but 

blie Law 774 does contain pro\ isions to the effect that loss can be 

tained. 

Senator Manone. That is true, but clo you suppose that they had 
in mind paying the duty, or was it the loss in a business transaction 
that the Congress had in mind? Certainly one Member of the Sen 
ate did hot have in mind you paying the duty and taking a known 
loss, but probably wanted to protect you in a bad investment. 

Mr. Watsu. I really do not know what their intent was, sir. 

Senator MALONE. What do you think it was? 

Mr. Watsu. The way the law reads, and the purpose for which it 
Was set up to bring in materials, we would have to pay the duty. 

Senator MaLone. Tell me about that. 

Mr. Watsu. Your authority for not paying duty is limited solely 
to materials going into the stockpile. ‘Therefore, if you import any 
materials on which there are duties for uses other than the stockpile, 
you would have to pay the duty. 

Senator MALONE. The Grovernment would have to pay it or the pur 
chaser would have to pay it. Who interpreted it that the Congress 
intended for the Government to pay it ? 

Mr. Wausu. If the Government were the purchaser, then the Gov- 
ernment would have to pay it. Whoever the purchaser is would have 
to pay the duty. 

Senator MaLonr. Was it your interpretation, then, that you would 
pay the duty, and then sell it to private industry with the duty not in 
cluded in the purchase price ? } 

Mr. Watsn. We were bound by a price that OPA established. We 
had to sell at that price. Any costs that were incurred over and be 
yond that, we could not recover. 
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Senator Martone. Did you take that up with OPA at the time and 
tell them of the condition ? 

Mr. Watsu. Yes,sir, that was discussed with OPS. 

Senator Martone. Who did you discuss it with ? 

Mr. WALSH. My self, personally, I did not discuss it with them. 

Senator MALongE. Who did? 

Mr. Watsu. I really do not know offhand who did, but I discussed 
it many times with Jim Boyd. 

Senator Martone. Did Jim Boyd discuss it with someone in OPS! 

Mr. Watsu. That I could not say. He was in contact with t 
but whether he discussed this particular problem with them or not, 
| would not know. 

Senator Matonr. Do you not suppose that even OPS would under 
stand that a ce a price might possibly be augmented by a duty laid 
down by Ey ongress | Vv law @ Q 

Mr. Wars. I should imagine so, yes, sir. 

Senator Matonr. Who made this decision? Was it soyd or the 
head of the OPS? 

Mr. WatsH. No, sir. The decisions were made by the head of OPS 

Senator Martone. Do you have a letter or anything on this matt 

Mr. Wausu. There is a regulation published by them, on the ceiling 
price of tungsten. 

Senator Matonr. Do you have any record of any conversation with 
them that you had taken this m: itter up with them, that you would 
have to pay the duty laid down by Congress if you st: ayed with that 
price? 

Mr. Watsn. I did not discuss that particular phase with OPS. 

Senator Matonr. Do you know if anybody did? 

Mr. Watsu. J am sure someone did, but I do not know the names 
right now. 

Senator Martone. Who was in the office with Boyd at that time? 

Mr. Watsu. In his office? 

Senator Martone. What was his capacity ? 

Mr. Watsn. He was Director of the Bureau of Mines. 

Senator Martone. He had another capacity. 

Mr. Watsn. He was head of the Defense Minerals Administrati 
at that time. 

Senator Matone. That was entirely separate from his job as Direc- 
tor of the Bureau of Mines, was it not ? 

Mr. WatsH. Yes, sir. 

Senator Matone. Then you discussed it with Boyd in his capacity 
as Administrator of the Defense Minerals Administration? 

Mr. Watsu. Yes, sir. 

Senator Matonr. Who was his assistant as Defense Minerals Ad- 
ministrator ? 

Mr. Watsu. Frankly I do not know. 

Mr. Gumsber. Mr. James Douglas. 

Senator Matonr. He is with Anaconda? 

Mr. Gumpe.. Phelps Dodge. 

Senator Matonr. The address is New York? 

Mr. Watsu. That is their main office; yes, sir. 

Senator Martone. Now, Mr. Walsh, in your capacity there do you 
have access to the correspondence and memos that might record this 
transaction ? 
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nd Mr. Waxsnu. Only insofar as those which were channeled to us are 
erned. I do not have access to any that may have been prepared 
ther agencies of the Government. 
Senator MALONE. This is not another agency of Government. It is 
agency ina department that you are administering. 
Mr. Warsu. DMA was not, sir. 
ed Senator Martone. It was not over yours ¢ 
\ir. Wausau. No, sir. That was a division of the Department of 


f e Interior. 


n, “sé itor MALONE. How did y 11 come to discuss it with someone that 
ot, d nothing to do with your department? Was that the extent of 
r discussion ¢ 
T Mr. Warsu. Mr. Boyd was very actively participating in all min- 
| | aspects, or all aspects dealing with minerals and metals. 


Senator Matonr. Was he responsible for all the actions in your 


partment ¢ 


he Mr. Wartsu. No, sir. 
Senator MALONE. Any of them ? 
Ss. Mr. WatsH. No, sir. 
r? Senator Martone. But this one 
ng Mr. Watsu. He was not even responsible for this one. 
senatol MALONE. Who Is ¢ 
th Mr. Warsn. Within our department ¢ 
ld Senator MatLone. Yes. 
at Mr. Wausi. I was responsible within our department for this trans- 


tion insofar as we dealt with it. 
Senator MALonr. You are the one that wrote it off ? 
Mr. Wausn. Yes, sir. 
eS Senator MALonre. What department of Government was your 
inch of the Government responsible to? 
Mr. Watsu. We are responsible to Mr. Mansure, the Administrator 
General Services Administration. 
Senator MAaLone. Who was it, then? 
Mr. Watsn. It was Mr. Jesse Larson. 
Senator Martone. Did you discuss it with Mr. Larson ? 


on Mr. Warsu. No, sir: I did not. 
Senator Martone. Why? 
1C- Mr. Wausu. We worked it out between ourselves and the Bureau 


of the Customs. 
Senator Matone. Then you solely are responsible for it? 
ty Mr. Watsu. Yes, sir. 
: Senator Matonr. We will not bring Mr. Boyd or Mr. Douglas 
nto it at all. 
d- Mr. Watsu. No, sir. 

Senator Matone. Upon what did you base this decision? I under- 
stand that someone had set a price entirely separate from your 
department, 

Mr. Wautsu. Yes, sir. 

Senator Martone. But to meet that price you wrote off the tariff. 


Mr. Wausu. That is right. 
Senator Martone. When you submit the memo, tell me exactly the 
Ou authority you had to doit. Will you do that ? 


‘is Mr. Watsn. Yes 
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Senator Mavone. And a statement ? 

Mr. Watsn. Yes, sir. 

Senator Martone. And get that in today ¢ 

Mr. Warsu. Yes, sir. 

senator MALONE. | Say that because I want to ret this transcript 
tomorrow, 

Mr. Watsn. Yes, sir. 


(The information is as follows:) 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE 
Washington 25, D. C., Octobe 30, 19 


Hon. Georck W. MALONE, 
Chairman of the Minerals, Materials, and Fuels EKceonomic Subcommitt 
Committee on Interior and Insular Affairs, United States Senate, Was) 
ington, D.C. 


DEAR SENATOR MALONE: This letter provides information which you requeste 
concerning the procurement of foreign tungsten concentrates which were res 
in this country at a loss 

Under the Defense Production Act this Administration was authorized 

ake purchases or commitments only upon the certificate of the Defens 
duction Administrator as to the necessity therefor In addition, purchases 
volving anticipated loss on resale could be made only upon a determinatior 
the supply of the materials could not be effectively increased at lower pr 
or on terms more favorable to the Government, or that such purchases we 
necessary to assure the availability to the United States of overseas supplie 

By letter of March 5, 1951, the Deputy Administrator of the Defense Prod 
tion Administration certified that pursuant to the Defense Production Act 
150 and the Executive orders thereunder, it was necessary that the Adi 
trator of General Services purchase or make commitments to purchase fore 
tungsten for Government use or resale. He further certified that such purcl 
or commitments to purchase involving higher than the currently prevai 
market price or anticipated loss on resale were necessary to assure the ay: 
ability to the United States of overseas supplies 

On April 6, 1951, the Office of Price Stabilization issued Ceiling Price Re 
tion 19 which imposed a ceiling price of $65 per short-ton unit for tungs 
concentrates ($65 per short-ton unit is equivalent to $72.80 per long-ton ut 
This price was applicable both to sales to the Government and to sales by 
Government 

On May 1, 1951, General Overriding Regulation 9 was issued by the Office 
Price Stabilization. This regulation exempted from the ceiling price res 
tions sales of tungsten concentrates to any agency of the United States Gove 
ment In the statement of considerations preceding the regulatory provisii 
the paragraph entitled “Sales to Agencies of the United States Government 
Imported Concentrates” outlines the reason for this exemption and conclud 
that this action would have little, if any, effect upon the stabilization prograt 
“since any sales by the agencies concerned will be governed by the applicable 
ceiling-price regulation.” 

Under the Defense Production Act there was no exemption from import duty 
of materials purchased pursuant to that act. The final cost to the Government 
therefore, included duty. Because of the OPS regulations, any cost in excess 
of $65 per short-ton unit could not be recovered by this Administration up 
the resale of the concentrates 

Copies of the letter and the two regulations referred to are enclosed 

Very truly yours, 
A. J. WALSH, Commissioné 





DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, Mareh 5, 1951 






Hon. Jess LARSON, 
Administrator, General Services Administration, Washington 25, D. C. 







DEAR MR. LARSON: In order to assure the continued supply of tungsten and 
the distribution and utilization of such supply in the manner most advantageous 
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national defense, it is necessary that the Government undertake a pro 

of procurement and distribution of this strategic material 
\ cording! ursuant to the provisions of the Defense Production Act of 1950 
i¢ Law 774, Sist Cong.), Executive Order 10161, dated September 9, 1950 
R. 6105), and Executive Orde 10200, dated January 3, 1951 (16 F. R. 61) 
reby certify that in the interest of national defense and to carry out the 
post d ) s of said act and Executi orders, it is necessary 
| Administrator of General Services purchase and make commitments to 


e tungsten of foreign origin in all its various forms including ores and 


ate for Government use or resale I further certify with respect to 
iterials that purchases or commitments to purchase involving higher 
tly prevailing market prices or anticipated los i resale are nece ry t 
he availabiiity to the United States of oversea ipplies 
I estimated that the administration of this program will require a revolving 
d of $13,950,000 to borrow from the Treasury of the United States for thi 
ose in accordance with section 304 of the Defense Production Act of 1950 
ir in this estimate 
Sincere 
Epwin T. Gipsop 


Deputy Administrator 
senatol Mae NI That MW 1] I clude all of the bast law upon which 
» two orders are based. and any other orde) that vou can locate 
| ive low ited oO! ly the one | did not know about the Treasury order. 


Mr. Warsi. Yes, sir. 


FINANCING COPPER ( NTRACTS 

“i wo) MEALONI Now, we were tall ne about opper yesterday 
Mr. Wausn. Yes, sir. 
Senator Martone. Do you have with you today or can you give the 

mittee a list of the protects that have bee financed through ye 
partment or copper projects that have been financed in the United 

States and tbroadl / 
Mir. Wanst. Yes, sir: we do have that information here 


Senator Matonr. Will you read them to the record. please ? 
: I 


Mr. Wansu. I do not have it completely. May Mr. Ford read it, 
please ? 

Senator Matonr. Yes. How many projects are there roughly in 

United States that have been financed through your department ? 
Mr. Forp. There are 12 copper projects in domestic United States, 
Senator Maronr. How many outs de of the United States ? 

Mr. orp, 7 here ire five Ink Canada. 

Mr. Frevett. We have copper projects under the MSA counterpart 
nds abroad 

Senator Matonr. You have the projects now in Canada? 

Mir. Forp. Yes, sir. 

Senator Martone. You have none other than in Canada and the 
United States ? 

Mr. Forp. That is correct, sir. 

Senator Martone. Will you briefly outline the ones in Canada, the 
imount that has been loaned to these companies, or a description of 
the assistance given the companies, either in personnel or money or 
vuaranteed prices? I would like just a brief description, and then 
von can submit any data that you might have for the record. 

Mr. Forp. Yes,sir. You wanted the Canadian ones? 
Senator Martone. Yes. 


SOSRKS 54 pt. 2 10 
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Mr. Forp. Campbell-Chibougamou Mines, Ltd. The assista 
given them was a floor price contract which covered 31,600 tons of 
per to be produced over a Z “Ve ar pe riod. Th e floor price Was - } 
cents. They obtained a loan of approximately $7 million from 
export Import Bank. 

Senator Manone. On what date was this loan obtained ? 

Mr. Forp. The loan was closed in 1952. 

We also vot some copper in connection with two nickel contract 

Senator Matone. Stay with this one until you get th rough wit] 
You have a base price of 2414 ‘ents. What else do you have 

Mr. Forp. The nature of the contract is such that te comp 
agrees to develop the niine and build the mill and have the Con 
trates smelted, and to produce copper at the rate of 15.800 tons 
ar for 2 years, commencing July 1, 1955. 

Senator Matonr. What else is connected with the price guarant 
hem in this regard ¢ 

Mr. Forp. The price is subject to escalation either upward or do 
ward, based iy costs of su plies ar d labor. 

Senator Mantonr. Just how is it tied to the supplies and labor? 
Is it a definite daily wage ¢ 

Mr. Forn. No, sir. The way we did that was that we took part 
the 2414, cent price which was the estimated labor component, al dl 
tied that in with the publication of the Canadian Bu reau of Econo 
Statistics, which is the equivalent of our Bureau of Labor Stati 
here, and as those indexed moved up or down, the price Huctuate 
that extent. 

Seantor Manone. In percentage / 

Mr. orp. Yes, sir. 

Senator M ALONE. The same percentage of increase or decrease in { 
price per pound that the percentage of increase or decrease in the 
labor 

Mr. Forp. On the labor index. 

Senator Martone. re you sure of that? Is that the only factor 
was tied to? 

Mr. Forp. No. It is also tied to the cost of sup p lies. We similarly 
took the component of the 2414-cent price which re presented the est 
mated cost of supplies and tied that into the index, and as it mo) 
up or down the cost of « ‘opper fluctuates. 

Senator Martone. How is it weighted? You have two indexes now 
that you have connected this to. Is it 10 percent one or 90 percent t 
other or one-half one and one-half the other, how do you weight it! 

Mr. Forp. For instance, the estimated cost of labor would be 8 cents 
per pound, and the estimated cost of supplies would be 3 cents a pound. 

Senator Martone. You definitely specified in the contract just to 
what extent each is applicable ? 

Mr. Forp. That is spelled out in the contract. 

Senator Matonr. How often do you adjust this price ? 

Mr. Forv. The provisions made for quarterly adjustment. 

Senator Matonr. The contract was made in 1952. What date? 

Mr. Forp. I am sorry, I do not have the dates of the contracts here 
The only dates I have are the dates for estimated production. It 
was in the spring of 1952, I recall. 
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Senator Matonr. Does June 1952 sound reasonable? I have a 
penciled notation to that effect. 
2 Mr. Forp. That is correct, I believe. 
Senator Martone. Do you have any information on these indexes 
what has happened or what may happen before they start 
/ 


luction ¢ 


Mr. Forp We have not as oa as IL know tested that index. In 


0 sprindan Wire. ee ~l_ did] ve occasion to review them generally, 
| the labor index hace 35 in ta and the wholesale index to which 


f ed the cost of scaletiee had shown a de rease 
Se) a Mauone. In Canada. 

Mr. Forp. In Canada. 

Senator MALon} What interest do they pay on this S7 million that 


ecelve fre ntl LLXport fF iD { B Nn ¢ 
\{ Forp. | rh rie re, but I believe it » pe nt. 
senator MaALont What provision Is there and what collateral IS 


here behind the loan, 1f they do not produce copper to the extent that 
anticipated ¢ 
Mr. Forp. I am not peers to state that, sir, because the matter 
of the loan was handled entirely by the Export-Import Bank, and it 
made on conditions that were to be satisfa tory to them. 


Senator Matonr. None of these conditions are sent to you ? 


Mi I MD, Yes, they usually send them to us. I am sure we have 
the office a copys ot the loan instrument. | reac it when it was 


ceived, but I have no recollection of the details. 
Senator Martone. Do you have the background of this Campbell 
( bougamou Mines, Ltd. ? Do you know anythi lg” about that 
ipanv é 
Mr. orp It is a Commparenteveny new venture. The im 5 who 
ere behind it have been in business in other companies up in Canada, 
that is, other mining ventures. 
Senator MAaLonr. Who are the yé 
Mr. Forp. They were represented by a consulting engineer from 
York. Mr. Arthur Notman. 
Senator Matonr. How do you spell 
Mr. Forp. N-o-t-m-a-n. 
: Senator Martone. Do you know his background ? 
Mr. Forp. Only that he is a consulting engineer of considerable 
practice. That is all 1 know about him. 
senator M ALONE. Do you know his address ? 


: Mr. Forp. I am informed it is 40 Wall Street, and that he is one 
s of the outstanding copper engineers in the United States. 

Senator Matone. What about the background of this company ? 
) Does it have any assets at all? 


Mr. Forp. There was some cash paid into it. As I recall it, they 
hada statement of ae ouple of million dollars. A good bit of that was 
development and organization expense. 

Senator Marone. That included a price for the ground. 

Mr. Forp. That included the value of the claims that they had. 

Senator Matonr. There was practically no cash put in, I suppose, 
or would you give us the setup of this company ? 

Mr. Forp. Surely. 





































138 STOC 


KPILING 


Senator MALONE. 


Mr. Forp. Yes, sir. 


STRATEGI 


AND CRITICAI 


MATERIALS 


Will you submit that asa part ot your testimol! y$ 


Senator Matonrg. ‘The men who comprise the company, the pres 


dent, secretary, and board of directors, and just what this 2 mil 
represents, 
Mr. Forp. Yes, sir. 
(The information is as follows:) 
DIRECTORS AND OFFICERS OF CAMPBELL CHIBOUGAMAU MINES, LD 
MONTREAL 2, QUEBEC, DMP 
.. M. 4 ngs Henderson, chairman of the board 
I< G. | te is, (). ¢ , president 
Cc. W. Clark, treasure 
li. R. Cleveland, assistant secretary 
Robert Hendricks 
Walter Martin, Q. ¢ 
Arthur Not I 
(iustave H. Rais Lhe 
L. O. Reid 
| ©. DPD. Cami 
Attached is copy of balance sheet as of December 31, 1951, and annual rep 
for vear ended M 51, 1992 Note the latter was not issued until September 10 
( tract was executed June 10, 1952 
CAMPBELL CHIBOUGAMAU MINES, Lip 
(No personal liability) 
[1 rm ed under the Qn ec Minit ( panies Act) 
Balance heet as at Dec rhe 1. 1951 
ASSETS 
Cash $116, SO1. Of 
Sundry accounts receivable 1, 495. 31 
Due from a fice the company 2. 731:..0 
Mine stores and supplies 34, S547. 63 
Mine plant and equipment S 94, 671. 67 
Mine buildings, under construction 08, 625, 51 
Office furniture and equipment 2 GAS. 4 
Development expenses and charges, schedule: 
To May 31, 1951 $172, 479. 43 
From May 81, 1951 to December 31, 
1951 58, 945. 91 
$231, 425. 34 
Shaft collar, cost to date eae, = 31, 595. 93 
263, 021. 27 


Mining claims, 


Organization expenses. 


Total 


shafts, workings, 


etc 


S29. OO 


, 027. 00 


1, 424, 786. 94 








4 unts payable 
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LIABILITIES 
roll 3,171 95 
141, GOT. YO 


Authorized : 3,000,000 shares of $1 each 
Issued 
640,007 shares issued for cash $640, 007. 00 
800,000 shares issued for mining aims, 
shafts, workings, et 800. 000. 00 
1, 440, 007 1, 440, 007. 00 
Less discount on shares issued for 
cash 160, 000. 00 


1, 280, OO7. 00 


Total 1, 424, 786. 94 














Ss 
As at Dec. 31, 1951, 1,559,993 unissued shares are under option at $1 r share to 
’ M 18, 19 fw 200,000 were issued in Febr 1! 
As at Feb. 27, 1952, comy ipT it $ is h 150,000 
es under firm commitment to net the treasury $450,000 i y tall ending 
>, 1952 900,000 sl s remain the t isul and unt n 
Additional $100,000 paid in M l 
4. Apr. 15 until Aug. 15, 1952, $70,000 monthly all com1 
aL Report, YEAR I » May 31, 1952, oF CAM I CHIgo AMAU MINEs, 
| No lI . L LIA 1 
e oftice. Chib n 1 Provines Quelbe lx u e office, 625 Dorcheste 
Street West, Mont 2, Quele 
j ] ( } Chil ) if ] j 
ra e i} ¢ I ¢ hee t! MMAanN' Ss at Ma 1 
gethe h audi p a si L ( ueve ypTiie charges nd 
stothat ite 
or urse of tl venr no explora } dertaken or 1! 
ny properties, all activities being directed to commence! t of shaft 
nd teral undergroun ! At this date the 4-compartmen haft 
vy 700 feet, with 4 sta s cu he present « ective being 1,150 feet The 
iw construction of a combined cookery and bunkhouse, office building, 
ehouse and machine shop and other facilities 
Negotiations undertaken during the year resulted in the signing of a ract 
June 10, 1952, with the [ ted States of America, act by the Defense 
Materials Procurement Agency, under which the company is committed to pro 
e and sell 63,200,000 pounds of electrolytic refined coppe Production is to 
nence within 30 months from June 10, 1952. The company may s« the 
pper produced in the open market unless it is required by the United States 
America Che company will receive the current market price or 24.5 cents 
per pound, whichever is the greater, for all copper delivered. The floor price 


| be adjusted downward to the extent of the net value to the company of any 


»balt produced. Delivery is to be completed by December 31, 1956 However, 
he contract will terminate if before that date the company has received a cash 
eturn of $6,300,000 after deduction of operating expenses, but not including de 
preciation, depletion or any writeoff of preproduction expenses. 

Since obtaining the contract designing of the permanent headframe and hoist 
and mill with ultimate 2,000 ton daily capacity has been actively carried on In 
this connection, Mr. C. G. McLachlan has been appointed consulting metallurgist. 
An additional bunkhouse and four duplexes for staff are in course of erection 

Lateral development underground will be started on the 550-foot level so soon 
as erection of the diesel generator and compressor is completed, which is antici 
pated for the beginning of October. 

Financing to date has been provided by the exercise of the option on the com 
pany’s unissued shares, of which 659,990 remain under option at $1 per share 

this date. Discussions are in course looking to the provision of the funds 
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Your directors w 
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stores and supplies 

Mine plant and equipment 

Mine buildings: 
Completed 


1951 eo 


ization expel 


Accounts payable 
Capital stock— 


issued 
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MONTREAL, July 14, 1952. 





ASSI 


nd equipment 
workings, ete 
Development expenses and charges: 
Schedule to May 
to May 31, 


AND 


property into production and it 
» made as to the form this financing will take 

sh to record their appreciation of the work of the mine 
staff under difficult circumstances. 
On behalf of the board, 

JOHN G. Porteous, President 


Balance sheet as at May $1, 1952 


S 


(on property leased from Merrill Island Mining 


LIABILITIES 


3,000,000 shares of $1 each 


1,540,010 shares issued for cash 
mining 
shafts, workings, ete 


for 


expenditure 


soard: 








REPORT TO THE 


$1, 


claims, 


Less discount of shares issued for cash__ 


commitments 


cluded above amount to $208,140.47_ 
Signed on behalf of the 


R. HENDRICKS, 
JoHN G. Portrovs, Director. 


CRITICAL 


SHAREHOLDERS 


MATERIALS 


is hoped that an 


$172, 479. 43 
153, 089. 12 


2, 119, 685 
$139, 67 


3840, 010 


800, 000 


140, 010 


160, 000 


1, 980, 010. ¢ 











859,990 unissued shares are under option at 
$1 per share to be taken up before May 


18, 


in- - - 


not oe 
2, 119, 685 


Director 








We have examined the books and accounts of Campbel! Chibouamau Mines, Ltd 
(no personal liability) for the year ended May 31, 1952, and have obtained all 
the inforation and explanations we have required. 
balance sheet at May 


In our opinion, the above 
is properly drawn up so as to exhibit a trae and 
correct view of the state of the company’s affairs according to the best of our 
information and the explanations given to us as shown by the books of the 
company. 

(Signed) Rippert, STeap, GRAHAM & HUTCHISON, 
Chartered Accountants. 





264, 662 


6, 027 
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Development erpenses and charges for the year ended May $1, 1952 


M 
M M ) 
4 $3 $9. . 
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DMENT No. 1 TO CONTRACT No. DMP-3 BETWEEN Uns 


‘TED STATES OF AMERICA 
AND CAMPBELL CHIBOUGAMAU MINES LtD. (No P 


SONAL LIABILITY ) 


In consideration of the mutual promises herein contained, the United States of 
\merica, acting by and through the Defense Materials Procurement Agency, its 
cessors, assigns, and duly authorized representatives, hereinafter referred to 
the “Government” (pursuant to the authority contained in the Defense Pro 


on Act of 1950, as amended, and Executive Order No. 10161 


ylemented) and Campbell Chibougamau Mines, Ltd., a 
ind existing under the laws of the Province of Quebec 
red to as the “Contractor”, hereby 


, as amended and 
corporation organ 
*, Canada, hereinafter 


agree to amend Contract No. DMP-3, 
ted June 10, 1952, and the same is hereby amended as foll 


| Delete Article I and substitute the following: 
\ cLE I. (a) The Contractor shall 
term of this contract the herein 


Ows: 


cause to be produced and sold during 
ter specified quantity of electrolytic refined 
yer in standard nonpremium shapes and sizes, analyzing 99.9 percent pure 


d conforming to the American Society for Testing Materials Specification No 


» or, if cathodes, No. B—-115, latest revision as of the date hereof. The Con- 

ir shall begin such production as soon as possible but in no event later than 

1, 1955, and such production shall be at the 
inds per year. For the 

} 


aft 
at 


» approximate rate of 37,250,000 
purposes of this contract production shall be deemed 
ave commenced on the first day of the calendar month following the first 
ecutive thirty (30) day period in which an aggregate amount of 50,000 short 

(2,000 pounds avoirdupois each) of ore shall have been concentrated in the 
illities hereinafter described Any production prior to the commencement 
roduction as defined above shall be included in the first production year. 


? 
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“(b) The quantity of refined copper which Contractor shall cause to be 
duced hereunder, shall be a total of 63,200,600 pounds, provided, however, 
if any such refined copper is sold by the Contractor at more than the price spe 
fied in Article IV (b) hereof, such production total shall be reduced by a number 
of pounds equal to one-tenth (1/10th) of the number of cents by which the h 
sales price exceeds the then applicable price under Article IV (b) hereof, n 
plied by the number of pounds sold at such higher price.” 

Second: In Article X (a) (i) substitute the date “June 30, 1957” for the dat 
“December 31, 1956” where it appears therein. 

Third: In Article X (a) (ii) delete the present provision and substitute ther 
for the following: 

“When the quantity of refined copper specified in Article I (b) hereof st 
have been produced under the terms of this contract.” 

Fourth: In Article XII substitute the date ‘December 31, 1957” for the dat 
“June 30, 1957" where it appears therein 

Fifth: In Article XX substitute the date “December 31, 1957” for the 
“June 30, 1957” where it appears therein 

All other terms of the contract not otherwise inconsistent with this Amer 
ment are to remain in full force and effect 

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to lx 
luly executed this 18th day of May 1953 


‘ 
UNITED STATES OF AMERICA, 
(Acting by and through Defense Materials Procurement Agency), 
Tom Lyon, 
icting Deputy Administrator 
CAMPBELL CHIROUGAMAU MINES, Lip. (No Personal Liability) 
By Joun G. Porteous, President. 
Attest: 
[ CORPORATE SEAL ] By Nancy A, WINTERS, Assistant Secretar 


CONTRACT No. DMP-3 BETWEEN UNTrep STATES OF AMERICA AND CAMP 
CHIBOUGAMBUA MINES LYrp. (No PrRSONAL LIABILITY ) 


THIS CONTRACT, entered into this 10th day of June 1952. between the U1 
States of America, acting by and through the Administrator of Defense 
terials Procurement Agency, its successors, assigns and duly authorized 
sentatives, hereinafter referred to as the 
authority contained in the Defense Production Act of 1950. as amended 





“Government” (pursuant ft 


Executive Order No. 10161, as amended) and the Campbell Chibougamau M ' 
Ltd. (No Personal Liability) a corporation organized and existing undet 
laws of the Province of Quebec, Canada. hereinafte referred 


“Contractor.” 

WITNESSETH : 

That in consideration of the mutual promises herein contained, the parties 
hereto agree as follows: 

ARTICLE I. The contractor shall cause to be produced and sold during the te 
of this contract 638,200,600 pounds of electrolytic, refined copper in stand 
nonpremium shapes and sizes, analyzing 99.9 percent pure and conforming 
the American Society for Testing Materials Specification No. B—) (or, if 
odes, No. B—-115), latest revision as of the date hereof. The Contractor sha 
begin such production as soon as possible, but in no event later than 30 months 
from the date of this contract, and such production shall be at the approximate 
rate of 37,250,000 pounds per year. For the purpose of this contract, product 
shall be deemed to have commenced on the first day of the calendar month fo 
lowing the first consecutive thirty (30) day period in which an aggregate 
amount of 50,000 short tons (2,000 pounds avoirdupois each) of ore shall have 
been concentrated in the facilities hereinafter described. Any production pr 
to the commencement of production as defined above shall be included withil 
the first production year. 

ArtTIcLe Il. The copper which the Contractor is to cause to be produced 
disposed of hereunder shall be derived from ore mined by the Contractor fri 
mining claims held under development licenses by the Contractor adjacent to 
and partly on Merrill Island in Dore Lake, Obalski Township, Province of Qué 
bec, Canada, and the part of Merrill Island which the Contractor has leased 
from Merrill Island Mining Corporation, Ltd.. by Emphyteutic Lease executed 
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e G. H. Seguin, Notary, on April 2, 1952 Such ore shall be concentrated 
Contractor in facilities to be provided by the Contractor upon land leased 
Contractor included in the above-described mining site. Promptly upon 

ition of this contract, the Contractor will proceed to carry out such un 


and acquire, install, and construct such equipment, im 





d developme! 
ements, structures and auxiliary facilities, including a concentrating mill of 
ess than 2,000 tons per day capacity, at the aforesaid mining site, as may 

essary to provide adequately for the production of copper ore and copper 
ates at the rates required to yield the refined copper ealled for under 
ontract The claims, land, structures, improvements, equipment and aux 
lities specified in the preceding sentences of this paragraph, shall here 

e designated the “Fac ties The Contractor shall also, without de 

ya contract with a smelter and refiner, of established experience and 

jilitv. satisfactory to Government, for the refined copper production 
he concentrates produced in the Facilities called for by this contract and 

ibmit to the Government a certified copy of such contract with such smel 

; nd refiner All copper ore and copper concentrates produced in the Facil 


shall be used, as produced, in the production of refined copper called for 
LE IIL. The refined copper produced hereunder shall be disposed of as 


a) The Government may, at its option, require the sale to it, at the price 
hereinafter specified, of all or any part of the production of any calendar 
nth by so notifying the Contractor in writing not less than ninety (90) 
davs prior to the beginning of such calendar month 
(b) Any quantity of the production of any calendar month which is not 
sold to the Government under subparagraph (a) above shall be offered for 
sale by the Contractor, but not in displacement of copper which it has avail 
ible for sale and which was produced from concentrates derived from sources 
other than said Facilities, in accordance with Contractor’s usual methods 
sale and at its then current selling price, for utilization only in the United 
States, its territories and possessions. unless otherwise permitted by the 
Government 
) The Contractor may from time to time tender to the Government 
uch quantities of the first 68,200,600 founds of copper produced by it here 
under as shall not have been sold or otherwise disposed of by the Contractor 
under subparagraphs (a) and (b) above, and the Government shall forth 
ith purchase the quantities so tendered, at the price hereinafter specified. 
lenders to the Government hereunder of all or part of the production of any 
' calendar month shall be made not later than thirty (30) days following the 
end of such month 
| (d) As used herein, the term “production of any calendar month” shall 
mean the quantity of electrolytic, refined copper deliverable during such 
; month in accordance with the provisions of the smelting and refining con- 
S tract to be entered into pursuant to Article II hereof. 
ARTICLE IV. (a) The price for copper sold to the Government under Article 





(a) hereof shall be the higher of (1) the average market price for the 
month preceding the month of delivery for electrolytic, export, refinery 
copper as quoted by the Engineering and Mining Journal, or (2) 24.5 cents 
per pound f. o. b. Connecticut Valley points. 

(b) The price for copper sold to the Government under Article III (c) 
hereof shall be 24.5 cents per pound f. o. b. Connecticut Valley points, iz 
creased or decreased in accordance with the provisions of Article V hereof 

ArTICLE V. The price of 24.5 cents per pound referred to in Article IV hereof 
s based in part upon Contractor’s assumed, direct, operating costs as of the 
onth of February 1952 (the base month) as follows: 
Per pound of 
refined copper 
(cents 
(a) Labor, Mining, Milling, Smelting and Refining 8. 27 


b) Other Costs (Supplies, Freight, Power, etc.) 3 5. 51 


Total —- : im tte 


The above assumed costs will be used for the purposes of this Article until 
e actual costs for the second six (6) months of production under this contract 
ire available, at which time the average of such six months’ actual costs will 
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supplant the above assumed costs, except that the total shall not be incr 
above that shown and any resulting adjustment necessary in the cons 
costs to avoid an increase in the total shall be made proportionally. The a 
costs as substituted for the assumed costs shall be considered to be the costs of 
first twelve months period of production under the terms of this contract 

The above amounts of 8.27 cents and 5.51 cents, and after the substitu 
actual costs, the figures then in use, shall be adjusted as of the end of 
calendar quarter during the term of this contract. The basis for the 
ment will be the ficures in use at the time multiplied by: 

(i) Labor, Mining, Milling, Smelting and Refining—The percenta 
change from the base month to the last month of each calendar q ( 
in the index of average hourly earnings for Metal Mining as pub ed 

monthly by the Canadian Minister of Trade and Commerce 

(ii) Other Costs (Supplies, Freight, Power, ete.)—The percentage of 
change from the base month to the last month of each calendar qua 
the wholesale price index (19385-39100) for the group designated as ( 
eral Index, published monthly by the Canadian Minister of Trad 
(ommerce 


The aggregate of the direct operating cost adjustments as calculated 
will ine ise or decrease, as the case may be, the price of 24.5 cents pe 
referred to i Article IV by an equivalent amount The adjusted price w | 
applicable to deliveries made in the quarter following the next succeedin 
ter after the month (used in the calculation of the adjustments or whicl 
indices are published, provided that no increase « decrease of less th 


ent per pound shall be made 
Upon substitution of actual costs for assumed costs ~ provided for ab 
payments theretofore made under Article IV hereof shall be adjusted ret 


tively “he amount of such adjustment shall be determined by computi 
effect of escalation as provided herein upon the contract price using sub 
actual costs \ll payments thereafter made under Article IV hereof sha 


made upon the basis of the substituted figures 
It is understood and agreed that should there be any cobalt recovered in 
ifment of the ore referred to in Article II hereof, the price of 24 9] ‘ 
pound for refined copper referred to in Article TV hereof shall be adjuste n 
ward to the extent necessary to take into account the net value to the Conf 
tor of the cobalt so recove 





red The Government may, at its option, require 
sale to it of all or any part of the cobalt produced during any calendar 
and meeting National Stockpile Specification P-13, latest revision as of the 
of this contract, by so notifying the Contractor in writing not more than tw 
(20) days after receiving written notice from the Contractor as to the qua 
of cobalt recovered during the calendar month and the expected analysis th 
The Government shall advise Contractor as to the methods and procedm 
be followed in determination of weights, taking of samples, and making 
analysis of the cobalt to he delivered to it and will issue to Contractor inst 
tions as to packaging and shipping thereof, and payment therefor. The | 
for the cobalt purchased by the Government pursuant to this provision sh: 
the average market price for the month preceding the month of delivery as 
quoted in the Engineering and Mining Journal. 

ArTIcLE VI. (a) The Contractor shall notify the Government in writing at 
least ten (10) days in advance of the anticipated date of delivery to it of | 
each lot of copper, which notification shall contain the approximate we 
of each lot and identification as to each grade. In no event shall any copy 
he shipped to the Government or its account unless and until explicit shi] 
ping instructions are furnished by the Government All refined copper t 
dered to the Government hereunder shall be in lots of not less than fifty 
short tons. 

All refined copper delivered to the Government pursuant to this contract 
Shall be prepared for shipment in accordance with refiner’s usual method 
for packing and storing and shipping similar material 
(b) Delivery to the Government hereunder shall be f. 0. b. common « 
rier’s conveyance, refiner’s plant, and title shall pass to the Government 
upon issnance of receipted bill of lading. In the event the Government s! 
fail to supply shipping instructions to Contractor within thirty (30) days 
after Contractor’s written notice to the Government of availability of 
fined copper for delivery to the Government pursuant to the terms of 
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} ct, or if the Government so requests, Contractor shall cause such ma- 
ial to be adequately stored at reasonable charges for Government's ac- 


eTl 

int and will cause storage certificate, in form satisfactory to the Govern- 
ent. to be issued therefor. Title to material placed in storage, pursuant 
» the terms hereof, shall pass upon issuance of an acceptable storage cer- 
ficat ind such material shall be considered as delivered for the purpose 


of 


this contract, 


(ec) Contractor shall, if the Government so desires, make arrangements 


with refiner, satisfactory to the Government, to act as forwarding agent for 


Government without additional expense to the Government, to effect 


he ‘ 

shipment of all deliveries in accordance with instructions to be furnished by 

the Government and to process all necessary shipping documents. All costs, 

f any, incurred in placing material on board common carrier and handling 
charges in connection therewith shall be for the Contractor’s account 

ARTICLE VII All Canadian taxes or charges (national, local or municipal) 

now or hereafter imposed in respect to the pper and cobalt sold hereunder 

or to the production, extraction, sale, exportation, transportation, proceeds or 


vaiue ft 


hat the copper and cobalt sold hereunder shall be 
of all such ta 


ARTICLI 


hereof shall be for the account of and paid by Contractor, it being intended 





livered to Government tree 
) taxes and charges and free of port charges, if any 


VIIL. The Government, through its designated representative, may in- 


} 


spect such copper at any reasonable time between the date of notification and the 


late of 


ana 


delivery. 
(a) Electrolytic copper being delivered hereunder shall be sampled and 
yzed as follows 

(i) Any claims, investigation of claims, and settlement of claims, 
with respect to metal content and resistivity of the material shall be 
made in accordance with American Society for Testing Mate s Specifi- 
cation Nos. B-5 and B-115, latest revision as of September : 1951 

(ii) With respect to wirebars, sampling and examining for physical 
defects shall be performed by a sampler to be designated by the Govern 
ment, who shall be accorded the Contractor’s full cooperation 

(iii) For the purposes of sampling and analysis, the size of a lot of 
a wirebars shall not be more than one furnace charge and not less than 
fifty (50) tons 








(iv) Whenever possible, the Government representative shall be 


present during the pouring of a furnace charge from which deliveries 


are to be made hereunder. There he shall witness the selection of three 
wirebars taken at intervals during the pour from which samples for 
chemical analysis will subsequently be taken He shall also witness 
the taking of a sample from the furnace ladle and pouring of the test 
billet from which a standard wire will ultimately be drawn fer re- 
sistiv ty test 

(v) In the event that the Government representative is unable to be 
present during any pour from which a lot is to be delivered hereunder, 
then he shall be entitled to select three wirebars from each lot of fifty 
tons or more which shall provide the metal necessary for chemical 
analysis and resistivity testing. 

(vi) Samples for chemical analysis shall be secured from the three 
bars obtained from each lot as described above by drilling five (5) holes 
% inch in diameter at points equally spaced between the ends of the 
bars. The drilling as obtained shall be thoroughly mixed up to make 
the sample. The sample bars shall revert to the Contractor and will not 
be accepted for shipment against this contract or paid for by the 
Government. 

(vii) The billet prepared from such lot as provided for above shall be 
swedged out into a rod which shall be drawn into a sample wire for 
resistivity testing. 

(viii) With respect to ingot bars, sampling and analyzing shall be con- 
ducted as with wirebars above. 

(ix) With respect to cathodes, sampling shall be on the basis of one 
eathode for each twenty-five thousand (25,000) pounds or less of the 
cathodes making up each lot of two hundred (200) short tons or less. 
Samples shall be taken from the cathodes so selected. 

(x) Each sample shall be divided into three equal parts, one to be 
retained by the Contractor and two parts accepted for the Government, 
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one of which shall be forwarded for Government analysis or testing 
the other sealed and held by the Government as umpire sample for 
if necessary 

(xi) Analysis and testing of the samples so secured shall be in ac 1 
ance with American Society for Testing Materials Specification N 
B-5 and B-115, latest revision as of the date hereof 

(b) Refinery’s certified weight certificates shall govern as to the qua 
Cost of weighing, if any, shall be for the Contractor’s account. 

(c) The Government may reject all material which does not comply wit 
contract requirements, in which event the Government shall be reimbur 
by the Contractor for all costs incurred by the Government in connect 
with the rejected material. The Contractor shall replace all mater 
rejected with material meeting the contract specifications 

ArricLeE IX. Payment for copper purchased by the Government hereur 
shall be made promptly after inspection and acceptance by the Governmer 
against Contractor’s invoice, supported by receipted copy of the bill of ladin 
storage certificate, satisfactory to Government, as the case may be, and cer 
weight and analysis certificates of refiner 





Each invoice presented to the Government shall have printed, stampe 
typed thereon the following certification, to be signed by the Contractor's du 
authorized representative, with his title indicated: 

“I certify that the above bi is correct nd just and that payment theref 
l S ne bes eived 

ARTICLE X (a) Thi wt si 1 terminate and the obligations f 

partie ereto shall « 
(i) On December 81, 1946: 
) When 63,200,600 pounds of refined copper have been produ 


der the terms of this contract: 


(iii) When a period of two yvears f l 


rom date of commencement of 
act shall have expired; 
(iv) When the Contractor shall have realized as the result of 








ductior nder the terms of this cont 


sale of copper and other minerals produced from ores mined f1 
prope! s described in Article II hereof, a cash return of $6,300,000 
“Cash return” for the purposes of this paragraph shall consist of 
aggregate of (1) net profits to the Contractor before deduction of d 
ends or amortization of fixed debt, but after deduction for taxes (exces 
any Provincial income tax), and (2) charges not entailing the outlay 


eash, such as, but not limited to, depreciation, accelerated amortizat 





depletion, bad debts, or other valuation reserves: whichever of 
events (i), (ii), (iii), or (iv) above first occurs 
(b) Notwithstanding the provisions of subparagraph (a) above, tl 
gations of the parties hereto with respect to the disposition of such refine 
copper as has heen produced at the time of termination shall rema 
effect until discharged in accordance with the terms hereof. 
ArtricLte XI. The Contractor will furnish the Government with copies of its | 
current financial statements and such other reports as the Government may ' 
reasonably require concerning (a) the progress of the preparation of the Faci | 
ties as specified in Article II; (b) the production and disposition of copper ar 
cobalt hereunder, and (¢c) the actnal operating costs of the Facilities. All re \ 
ports shall be in at least sufficient detail to indicate the Contractor's 
return” as defined in Article X (a) (iv). The Government shall have the 


to inspect and audit all of the Contractor’s books and records at any reasonable 
time and the Contractor shall keep such books and records available for such 
inspection until the expiration of not less than three (3) years from expirat 
or termination of this contract. 

ARTICLE XII The time for performance by the Contractor of its obli 
tions hereunder shall be extended at its option by a period equivalent t 
delays, interru 





ions, or cessations caused by force majeure (herein define 
as any cause beyond the Contractor’s reasonable control and not due to the 
Contractor’s fault or negligence, including without limitation, acts of God 
strikes, fire, storm, sabotage, acts of war, or public enemy and _ priority 

allocations requirements or other acts of the United States Government 

Canadian Government). For any such extension of the term of this co! 
tract to become effective, the Contractor shall give within 10 days, writte! 
notice to the Government of the occurrence of any such cause. The Con 
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STO 
‘e or shall also notify the Government in writing of the termination of such 
e vi ijeure within 10 days of such terminatior No such cause hall 
l extend the term of this contract beyond June 80, 1957 
S ARTICI X11 No member of or delegate to Congress, or resident commis 
‘ S e admitte to any share or pat f this cont t, or to any benetit 
av arise theref! but this provision sl ‘ | strued » extend 
s con it if made with a corporatton for its general benefi 
XI1\ The Contractor warrants that no person or selling agency 
dj been employed or retained to solicit or secure s contract upo 
ement or understanding for a commissio! percentage, brokerage or 
ent fee, excepting bona fide employees ¢ ona fide established oO 
l or sé ng eu Ss maintained b the ¢ I Lo e purpose [ 
Ssiness ko er oO Vio l iI his nt he G er) < 
ave the righ to a | this cor witl di ¢ 
to deduct from the contract price or considera 1 ef an t of s 
1 ssion, percentage, brokerage, or contingent fee. 
tcl X\ Che Contractor shall not ithout the prior written consent 
(sovernment sell, 12? or preage this contrac oO ol iS izhts, 
ve] privileges uties, or obligations thereunder; provided, however, that 
oneys due or to be e due under th ntract, but not including any 
es mii ( de hereunder, may be assigned by the ¢ 
nk, ti company, or other financing institution including any Fede1 
ng agency pursuant to and in accordance with the Assignment of Claims Act 
10, as amended (31 U.S. C. 205, 41 U.S. C. 15) 
| rights, powers, privileges, duties, or obligations under this contract sha 
re to any successor or successors of Defense Materials Procurement Agency 
11) anch iene of the Government to whi the Defense M ( als 
irement Agency shall hereafter delegate or assign its authority to act for 
(rover nent het haet 
AnvTicLe XVI Notwithstanding any other pro of this contract. the Go 
nt may, by notice in writing to the Contract, or cancel this contraet or any 
ereo any time, withont payment of dar es or pena of any kind 
ancellution, in the event (a) a receiver, liquidator, or trustee is ay pointed 
r Contractor or its property, or Contractor makes an assignment for the bene 
; creditors, or Contractor becomes insolvent, or a petition is filed by 
gainst Contractor pursuant to any of the provisions of the United States Bar 
ruptey Act, as amended, for the purpose of adjudicating Contractor a bankrupt, 
for the reorganization of Contractor, or for the purpose of effectir 
| position or rearrangement with Contractor's creditors, and such receiver, liquida 
' tor, or trustee is not discharged or any such petition filed against Contractor 
dismissed within sixty (60) days, (b) of the liquidation or dissolution o 
(« ractor (if Contractor is a corporation), whether voluntary or invé ta 
) of default by Contractor in the performance of any of the terms, conditions, 
convenants of this contract or any amendment or supplement thereto, if 


vern 


such default shall not be cured within 30 days of written notice from the Ge 

ent to the Contractor specifying such default d) of the determination 
Government that Contractor obtained this contract for the purpose of speculation 

ArTICLE XVII. The failure of either the Contractor or the Government to insist 
in any one or more instances upon the performance of any of the terms, covenants 
or vonditions of this contract, shall not be construed as a waiver or relinquish 
ment of the future performance of any such term, covenant or condition by the 
other party hereto, but the obligation of such other party with respect to sucl 
future performance shall continue in full force and effect 

ARTICLE XVIII. No oral statement of any person shall modify or otherwis« 
affect the terms, conditions or specifications of this contract 

ARTICLE XIX. Unless otherwise specified : 

(a) Notices by the Government to the Contractor provided for in tl 
contract shall be addressed to: Campbell Chibougamau Mines, Ltd., 630 
Dorchester Street, West Montreal, Quebec, Canada. 

(b) Notices by the Contractor to the Government shall be addressed t 
Administrator, Defense Materials Procurement Agency, Washington 25, 
D. C. 

ARTICLE XX. Notwithstanding any other provision hereof, this contract shall 
automatically terminate without penalty as to any portion of the contract remai: 
ing uncompleted on June 30, 1957; provided, however, that the Contracto 
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obligation with respect to storage, sales, and shipment of the materia 
survive the termination of this contract 
IN WITNESS WHEREOF the parties hereto have caused this contract to be d 
executed by their duly authorized officers or representatives on the day and 
first above written, 
UNITED STATES OF AMERICA 
(Acting by and through Defense Materials Procurement Ageney 
By , Administrator 


CAM PB 


LL CHIBOUGAMAU MINES, L 

Attest : 

[| CORPORATE SEAL! By 

Senator Matonr. Now, go on to the next one. 

Mr. Forp. The next one is Falconbridge Nickel Mines, Ltd. 

Senator Maronr. First, before we leave that, you did guarantee 
them a 2414-cent per pound price with the escalator clause as has be 
described for the period of the contract ¢ 

Mr. Forp. Yes, sir. 

Senator Martone. Go ahead. 

Mr. orp. Falconbridge Ni kel Mines, Ltd. We entered mto a 
contract with them which was primarily for the production of nickel 
However, in connection with their nickel, they produce a certa 
amount of copper. We have a contract with them under which they 
have the option to sell us 2,500 tons of copper per year for 5 years 
beginning in 1955 at 19 cents a pound. 

Senator Matonr. Do you have any clauses in that contract? 

Mr. Forp. Any escalation / 

Senator Matonr. Yes. 

Mr. Forp. No, sir. That is merely a floor to support the copper 
credit applied against the nickel. 

Senator Martone. What was the nickel part of the contract? 

Mr. Forp. The nickel part. of the contract required them to increase 
their produc tion of nickel from a level of about 25 million pounds, 
which existed in the first part of 1951, up to 35 million pounds pet 
year, 

In connection with that, we made a purchase commitment to buy 
37,500 tons of nickel. 

Senator Martone. At what price? 

Mr. Forp. The price of the nickel was the Port Colburn market 
price, plus a freight differential of a fraction of a cent. Their refinery 
is in Norway. 

Senator Maronr. They refine the nickel in Norway. 

Mr. Forp. That is right. They produce the nickel in Canada, that 
is, they produce the ore and mill it and smelt it, and then it is sent to 
a refinery in Norway for refining. 

Senator Marone. Is that a customary thing for the companies 
Canada? Do they have any refineries in Canada ? 

Mr. Forp. They do, but this company does not. 

Senator Martone. That might not be available to you in case of war. 

Mr. Forp. At the time that was considered, and the situation was 
such that there would be apparently other refining capacity availabl 
to treat this material in Canada in the event they got cut off so that all 
you would lose would be what was in circuit to Norway at the time 
you were cut off. 
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~ atol \EALON!I In othe words, t here 1s ex sting refinery capacity 
“eo care of production that you contra ted for? 
orb. Yes, Sil 
senator Matonr. Have vou already made some tentative arrange 
or have you just supposed that the other companies will take it? 


However, the Falconbridge people appear to feel safe on it. 
senator MALONE. How much money has been advanced and from 
ource to this company 4 
\I lor. They were advanced sO million for t] e development of 


orp. No formal arrangements have been made to my knowl- 


mine. 
Senator Maronr. From what source ¢ 
\ir. Forp. Those were funds advanced by Defense Materials 
curement Agency out of the Defense Production Act funds, Public 
Law 774. 

Senator Matonr. They have that money now, the $6 million ¢ 

[r. Forp. I believe that it has all been disbursed : yes, sir. 

Senator Martone. Is - a well known going mining company ‘ 

\ir. Forp. The Falconbridge Nickel Mines? 

Senator MALong. Yes. 

Mr. Foro. The company is nearly 30 years old. 

Senator Matone. Did they pledge any security for the $6 million 
Ii Case they did not deliver the nickel or copper ¢ 

Mr. Forp. No, sir; they did not. ‘The company was a reputable, 
well-established concern, and the nature of the arrangement was such 
that they were to expend their funds on the expansion of their facili 

to accommodate this additional capacity. They were required 
to present evidence that the money had been expended by them, and 
did not advance the money to them prior to their paying it out. 
‘7 ey had to spend their own money, and then we reimbursed them. 
‘nator Martone. Is this $6 million a part of the payment for the 
sal and copper / 

\ir. Forp. Yes, sir. 

Senator Manone. In other words, they deliver copper and nickel at 
the price fixed in the contract for the $6 million ? 

Mr. Forp. Yes, sir, the $6 million is liquidated by a credit for each 
ton of ore that is produced at two of their mines, plus a credit on each 
pound of nickel that they produce. 

Senator Matonr. What do you mean by a credit for each pound 
produced ¢ 

Ir. Forp. I mean that as they mine this ore and transport it to the 
! and as they produce nickel, these amounts are credited against 


the $6 million advanced and the $6 million is not to be re paid in aah 
unless they default on their obligation to bring the production up 
within the time specified. 

Senator Matonr. Specifically copper and nickel are to be delivered 
so much a pound for the $6 million. That is the way they repay the 
) million ? 

Mr. Forp. The copper does not enter into this. This is not tied 
to the copper. This all relates to the nickel. 

Senator Matonr. Then they are to deliver nickel at so much a pound 
r the $6 million. The $6 million is to be repaid in nickel ? 


a 


hp 
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Mr. orp. I am afraid that perhaps I have not made if clear, S 
ator. Let me see if I can explain it. 

Senator MaLone. Surely. 

Mr. orp. ‘I he S6 million was advanced to the company to } 
them to expand their ¢ —_ ity to 35 million pounds of nickel a y 
Thee Xpansion of the apacity to the 35 million pounds ad yea 
the consideration for t he $6 million payment. 

Senator Martone. In other words, you pay them to expand 
capacity, and then pay the Hh) for the met al, Is th: at right ( 

Mr. Forp. Sir? 


senator MALON!I i simply vive them sO om Ilion for the 
| 


expand their capacity, and then you pay them for the metal / 
Mr. Forp. That is correct. 
Senator Matone. That is a simple way to put it. 


Mr. orp. Yes, sIr. That is the situation. 

Senator Martone. That is what I have been trving to find out for 
last 20 minutes. 

Mr. orp. Tam SOrry I did not make it clear. 

Senator Matonr. Suppose they do not expand their capac 
that extent: they are to repay the full $6 million in eash / 

Mr. Forp. They are required to pay the balance of the $6 m 
that has not been credited at the tine the dé fault oceurs, p lusa 
arrangement which is written in the contract, so that each yea 
the production falls below the target for that vear, the credit 
reduced ona sliding scale basis. In other words, if they fall 2 pel 
below the production for that year, then the credit is reduced 10 pe 
cent. AsTI recall it, if they go as much as 10 percent below their t 
product ion fora year, the credit is reduced 50 percent. 

Senator Martone. Let me see if I understand it now. You give t] 
$6 million to increase their capacity and guarantee them a unit p1 
for the nickel that you buy. What oe pay for the nickel ? 

Mr. orp. We are buy ng altogethe roe 2.00 tons of nickel. 

Senator Manone. From that company at that mine? 

Mr. Forp. From that company and those mines. 

Senator Manone. I am not t: a about this other mine down hi 
There is another arrangement for it, is there not ? 

Mr. Forp. There is another suheans with Faleconbri loe: yes, Sil 

Senator Martone. Is it all under this same arrangement? Does t 
$6 million app rly to both of these contracts / 

Mr. Forp. No, sir. The $6 million was under the first contract. 

Senator Martone. Then let us confine ourselves to the first contr 
until we are through with it. 

Mr. Forp. Yes, sir. 

Senator Matonr. How much nickel are you to get out of this ca 
pacity that you are paying $6 million to expand and what are yo 
paying for the nickel? 

Mr. Forp. We are paying the market price plus this small differen- 
tial of a fraction of a cent—I don’t recall the exact amount—I think 
it is something like 0.46. 

Senator Matonr. The market price where ? 

Mr. Forp. The market price based on the Port Colburn quotation. 

Senator Martone. Where is this port located ? 

Mr. Forp. It isin Canada. It is the basing point for nickel prices. 
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» Senator MaLonre. How far north is it? 
\ir. Forp. It is right across from Buffalo, as I recall it. I have 
formed it is on the north shore of Lake Erie. 
Senator Matonr. I want the record to show where it is and the 
t price. Is Canada about the only producer of nickel in North 


\merica é 


\ir. Forp. There is some produced in Cuba. 
Senator Matone. North America, without taking into considera- 
the islands 
Mir. Forp. Yes, sir: that is the only plac e. 
Senator Maronr. What controls the market and what has it been 
nine? You might give us some idea of what this is costing us. 
Mr. Forp. It is 58.75 cents now, and there is a cent and a quarter 
ty on it, so it costs 60 cents a pound. 
Senator Martone. Delivered in the United States. 
Mr. Forp. Yes, sir. 
‘nator Martone. The Government buying it for the stockpile 
es not pay the duty; is that true? 
Mr. WausH. That is true. 
Senator Matone. Then why do you add the duty ? 
Mr. lor. Under the Defense Production Act contracts under 
Public Law 774, which is the authority under which this contract 
was made, the material does not necessarily go to the stockpile. The 
uthority is to buy for Government use or resale. 
Senator Matone. Are you continuing to pay the duty for private 
e] ndustry? Is that the reason you included it? 

Mr. Forp. I do not think that question has come up here. 

Senator Martone. It has come up now. 

[r. Forp. I mean I do not think the question has come up under 
this contract, 

Senator Matonr. Are you paying it under any contract? 

Mr. Forp. I would have to ask Mr. Walsh that, because as far as 
the receipt of the material is concerned, I do not have anything to 
lo with it. 

Senator Martone. All right, let us ask Mr. Walsh. 

Mr. Wausu. The nickel flowing from Falconbridge and arriv- 

ing in this country, duty is being paid on it. 

Senator Matong. By the Government. 

Mr. Wausu. Yes, sir. 

Senator MaLonr. And what are you doing with it? 

Mr. Wausu. We are just holding it. 

Senator Matonr. When you sell that to private industry you will 
deduct the duty as you did before ? 

a Mr. Wausu. No, sir; because it can be sold to industry at a price 
vu vhich will include the duty. 
Senator Matonr. Then private industry will pay the duty. 
n- Mr. Watsu. Yes, sir; private industry will pay the duty. 
k Senator Matongr. We would save a lot of time if we goright through 
with this thing straight forward. 
Mr. Watsu. Yes, sir. 
7 Senator Matonr. And you said that you are paying now about 58 
ents for the nickel ? 
Mr. Forp. Yes, sir. 
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Senator Martone. What fixes that market—supply and demand ? 
Mir. Forp. The market quotations come from the Engineering and 

Mining Journal, Metals and Minerals Market. 

Senator Martone. That is where you learn about it 

Mr. Forp. Yes, si 

Senator Matone. How is it fixed? Why is it 58 and not 48 or 687 

Mr. Forp. I think those are the prices that are set by the produce! 3. 

Senator Matonr, Now, we are getting someplace. In other words, 
you agree CO pay the price set by the producers ¢ 

Mr. Forp. That is what it shapes itself down to, surely. 

Senator Manone. That is what we are looking for. If they say 78 
cents, you have to pay it under this contract ? 

Mr. Foro. That is right. 

Senator Matonr. There is no understanding at all in the contract 
about the price, except that you pay what they ask for it? 

Mr. Forp. We pay the market price, yes, sir. 

Senator Matone. Do you look every morning in the metals market 
book to see what you are voing to pay ¢ ? 

Mr. orp. That is right. 

Senator Matone. It does not sound to me like a very good arrange 
ment, but I suppose it is all right, if that is the way the Government 
does business. 

Mr. Gumpew. I think it should be mentioned that Falconbridge is 
2 comparatively small producer and their influence on the market is 
minor. 

Senator Matone. Do yousuppose they have a speaking acquaintance 
with other producers ¢ 

Mr. Gumbe.. I would not be surprised. 

Senator Martone. Let the record show that. Now, if I understand 
this contract, this is the way it reads: “For the Falconbridge Nickel 
Mines, Ltd., made on February 13, 1952.” Is that correct ? 

Mr. Forp. Yes, sir. 

Senator Martone. Do you know the amount you have contracted 
for? , 

Mr. Forp. The amount of nickel ? 

Senator Matone. Yes. 

Mr. Forp. 37,500 tons. 

Senator Matonr. You have contracted for 37,500 tons under this 
contract ¢ 

Mr. Forp. Yes, si 

Senator Martone. You have advanced $6 million to a company as 
a bonus for them to increase their capacity and agreed to pay them 
what they ask for the nickel at Port ¢ ‘olburn; is that about it? 

Mr. Forp. With one minor correction, sir. This is not their indi 
vidual price at Port Colburn. It is the price that all companies are 
charging. 

Senator Matonr. How many nickel companies are there in Canada 
that are now producing a substantial amount of nickel ? 

Mr. Forp. The greatest amount of nickel is produced by Interna- 
tional Nickel Co. 

Senator Martone. What percentage, approximately ? 

Mr. Forp. Probably 90. 


Senator Martone. How many other companies produce 10 percent? 





i 
' 
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Mr. orb. Falconbridge produ es most of the other 10 percent. 
They are the second company. 

Senator Matone. Would you say 5 or o percent ¢ 

Mr. Forp. I would say that. 

senator MALONE. How many compal es are there Liat produ e the 
other 1 percent ¢ 

Mr. Warse. If I could interject here, I think that other 1 o1 


pnercent S a byprodi { ot col lt. I think t] at 18 whi re that ome 
irom. 

Senatol MALONE. In other words, there ire OonLY two colpanies in 
Canada producing nickel. Do vou si ppose they have a sp iking 


acquaintance § 

Mr. Forp. I would certainly think so, yes, sir. 

Senator Martone. You have heard of the international cartel on 
tin, have you not? 

Mr. orp. Yes, sir, I have. 

Senator Martone. Will you mark the contract we described now as 
exhibit No. 1 and exhibit No. 2 the other contract, and submit them 
as exhibits. 

Mr. Forp. Yes, sir. 

(The documents were marked “Exhibits Nos. 1 and 2”.) 

Senator Martone. Describe your second contract with t 
bridge Nickel Mines, Ltd. 

Mr. Forp. The second contract with Falconbridge Nickel Mines 
was entered into early in 1953. It pro\ ides for the delivery of 75.000 
tons of nickel at an average rate of 8.824 tons per year, commencing 
in 1958. 

Senator Matonr. What date in 1953? 

Mr. Forp. Some of it is being delivered now. They were required 
to deliver, I think, 1,000 tons in 1953, and they have already delivered 
a substantial quantity of that, if not more. 

Senator Martone. This istons of nickel metal. 

Mr. Forp. Electrolyting cathode nickel. 

Senator Martone. That runs about what purity ? 

Mr. Forp. That is 99.5. 

Senator Matonr. What price? 

Mr. Forp. The price on that is $1 a pound. 

Senator Martone. That isa definite price. 

Mr. Forp. Yes,sir. It is stated at $1 a pound in the contract. 

Senator Martone. No clause of any kind with respect to escalation ? 

Mr. Forp. Senator, I would like to refer to the contract before an- 
swering that. 

Senator Martone. You can furnish the answer this afternoon for the 
record when you furnish the contract. 

Mr. Forp. Very well. 

(The information is as follows:) 


] 
I 


1e Ie il Ol 


DIRECTORS AND OFFICERS OF FALCONBRIDGE NICKEL MINES, Ltp., 44 KING STREET, 
West Toronto, CANADA—ContTRACT GS—OOP (D)-12205 


Thayer Lindsley, president 
H, J. Fraser, vice president and general manager 
R. Campbell, secretary 
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J.C. Rix, treasure: 
A. W. Crome, assistant treasurer 
J. M. Cunningham-Dunlop, director 


H. J. Fraser, director 
Thayer Lind ey, director 
W. B. Maxwell, director 
W.S. Morlock, director 


ExHisitr No. J 


F'ALCONBRIDGE NICKEL MINES, LTD., 
Toronto, Canada, May 4, 1953 


DEFENSE MA {ALS PROCUREMENT AGENCY, 
Washington 25, D.C. 
(Attention—Mr. Howard I. Young, Deputy Administrator. ) 
GENTLEMEN: We hereby acknowledge receipt of your letter of April 30 en 


closing an executed copy of amendment No. 1 to letter order GS—-OOP (d)—12205 
altering the cobalt specifications 
We thank you for agreeing to our suggestion regarding the inspection and 
analysis provisions 
Since it was also agreed that said amendment No. 1 should become effective 
only on receipt by us of the executed copy, we hereby advise you that said copy 
was received by us today, May 4, 1953 
Very truly yours, 
F'ALCONBRIDGE NICKEL MINES, LTD., 
G. S. JEWETT, 


Manager, Sales Division 













AMENDMEN’ 





No. 1 To LETTER OrnDER GS—-OQOP(D)-12205 Berween UNITED STATES 
OF AMERICA AND FALCONBRIDGE NICKEL MINES, Lrp. 


In consideration of the mutual promises herein contained, the United States 
of America, acting by and through the Defense Materials Procurement Agency, 
it successors, assigns, and duly authorized representatives (pursuant to the 
authority centained in the Defense Production Act of 1950, as amended, and 
Executive Order No. 10161, as amended and supplemented) and the Falcon- 
bridge Nickel Mines, Ltd., a corporation organized and existing under the laws 
of the Province of Ontario, Canada, hereby agree to amend Letter Order GS 
OOP (D)-12205, accepted February 14, 1952, and the same is hereby amended 
as follows: 

First: That the names “Falconbridge Nickel Mines, Limited” and ‘“Falcon- 
bridge Nickel Mines, Ltd.’’ wherever they appear in the said letter order 
be and are hereby modified to read “Falconbridge Nickel Mines Limited”; 
and 

Second: That in paragraph 8 (b) the sentence reading: ‘‘Cobalt sold to 
the Government, pursuant to this order shall comply with National Stock- 
pile Specification P-13, dated December 11, 1951, a copy of which is at 
tached hereto and made a part hereof,’ be deleted and there be substituted 
therefor, the following: “All cobalt metal sold under and delivered under 
this Letter Order shall meet the requirements of National Stockpile Ma 
terial Purchase Specification P-13 dated December 11, 1951; Provided how- 
ever, That 

“(1) With respect to the chemical requirements of Cobalt (Co), Nickel 
(Ni) and Carbon (C), the per cent by weight shall be: 

As to Cobalt (Co) a minimum of 98.1 per cent 
As to Nickel (Ni) a maximum of 1.3 per cent 
As to Carbon (C) a maximum of 0.25 per cent 

“(2) The first sentence of Article ‘2.b (Physical Requirements)’ of said 
Specification shall be modified to read: 

“ ‘Material shall be supplied in the form of electrolytic cobalt in lat and 
roughly rectangular pieces.’ 

“(3) All containers shall be plainly marked with the following legend: 
‘For use only in nickel-cobalt alloys’; and 
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(4) With respect to inspection and analysis, the provisions of the formal 
contract to be entered into between the parties hereto, pursuant to the 
provision of paragraph 1 hereof, shall govern.’ 

IN WITNESS WHEREOP, the parties hereto have caused this document to be du 
xecuted this 30th day of April 1953. 
UNITED STATES OF AMERICA 
(Acting by and through Defense als Procurement Agency), 
rp I. YOUNG, 
Deputy Administrate 
KEL M1 LIMITED 





3 LH I AS ' 


GS OOP (D)-12205 


| ONBRIDGE NICKEL MINEs, LTp., 


Toronto, Canada 


GEN’LEMEN: 1. The United States of America (here ifts 
ernment) acting through the Defense Materials Procurement Agency pr 
to enter into a formal contract with you wl l l 
duction and disposition by you of nickel, cobalt, and copper i n t ( 
t s stated in paragraph 3 of this order. Subject to th 


12 hereof, such metal will be refined at and delivered from your Norwegian ré 
finery located at Kristiansand, §8., Norway. 

Che metals which you will produce and dispose of hereunder \ be derived 
from nickel plus cobalt contained in matte which you shall produce at your 





| ridge smelter in Canada from ore mined a our mines in the 
District in the Province of Ontario, Canada, including ir Meck and Hard 
es During the period from Janua 1, 1952, through De nil , AS 
hall endeavor in good faith to produce a minimum of 15 illion pe l 





such nickel plus co t contained in matte in accordance with the following 
xximate cumulative production schedule: 


I’ror Jan. 1, 1952, through Dee. 31, 1952 =, OOO, VOO 
Irom Jan. 1, through Dee. 31, 19538 58. 000. 000 


From Jan. 1, through Dee. 31, 1954 90, OOO, OUO 








iy 1 Jan. 1, 1! through Dee. 31, 1955 124. 000. 000 
From Jan. 1, 1952, through Dee. 31, 1956 159, 000, OOO 
provided that if you do not produce such minimum quantity of 159 million 
pounds Within the period specified your credits put nt to paragraph 6 (¢c) 
reof shall be reduced as provided therein Howe I um agree to pi 
less thé million pounds of nickel plus cobalt contained in matte within 
secutive 12-month period ending on or before December 381, 1956 Du 





ng the period from January 1, 1957, until such ti i ou have con ted 
performing your firm obligations to sell metal to the Government under para- 
: ‘ ' y l , 


l ll produce a minimum ageregate of such nickel 1s 


graph 3 (a) hereof, you sh: 














cobalt contained in matte as is necessary to meet ir commitments set fortl 
hereafter in paragraph 3 of this order and, in addition, you ill ma n 
duri the period from January 1, 1957, through December 31, 1961 

the production of said nickel plus cobal ontained in matte in a 
condition capable of being I ed in readi S n 180 y no et | luce 
in any 1 year a minimum of 35 i pounds and vou agree that d aid 
period you will maintain your related refil ‘a es ar cond it 
refine said quantity of nickel plus cobalt ntained in matte Upor ol 
ceptance of this order, you will proceed at your own expense and without d 
with all development, expansion, equipment, and preparation of your 
erties in said Sudbury District necess: to meet your obligati hereunde 
you will make such contracts and commitments for supplies and s es a ré 


necessary therefor. 
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yrovided, however, that re uning a nt ade ible under said option 
‘ ( ‘ ecified be i t exce 
Pou 
n 1. 1957 » OOO. OOO 
1 in} (MM) 
( (y ( here Vil Lie 
( eq em Sie ica P—1 ed 
May 1, 1948 (a coy of whiel iched here nd de a part hereof), 
‘ t \ é ) | he ! l | ent : i 
( eq Les S ‘ é ‘ 
j er t | ih th ihe rete 
i Sy} I ( 1S M.S] tion | « ¢ | 
| ere effe ( ( I é 
' ‘ | e¢ 
| } oe : ( a } ( 
[ l ct G ‘ \ V« é ‘ l 
v i el tra ve l e G é el dau ‘ } 
() ; aa 10% a a aa . 5 
( > the spe itis t delivered l 
» the Go l ( oO I i 1953 tl h 1 
; elow 40 pu ot duction « 
e | eds ne ¢ } t the } whic 
} ) e ( dy fa < \ 
ti) pl t ve 
{ ) he ce fe l ke old ‘ he G ernmel ereunde he 
6G cen er poun ». vessel, Ix t sand, S., Norway, based on the 
¢ price Tor ¢ thode nickel 1 Be ( ( 
eing 9d).25 ¢ ts per pound, duty for buyer’s account, for carload ose 
\ I es of standard ‘ ( 1 ( orne s of ‘ é 
ptance of this ordet Any i ease or decrease in said base priee 
rs quoted in the Engineering and Mining Journal, Metal and Mineral Markets, 
o4 ( othe ecogn ed trade pubdil flo . a e utua Pre 
»the parties, Im ener ! ate < ce llve ha e add to o1 ! ted 
") 
I is the case may he } ce of ni ered hereunder 
De ( ‘he rice of ¢ \ I d te he Gov ‘ here ae f ) 
l essel, Xx nsand, S., N ill be either et ed Stat 
porn i ll f de I pu shed in the ] y é 
i and Mining Journa 1 Mineral Markets (or such other recog 
y nized trade publ as L) e | tua Fret ile to the ps 
n S1.SO0 per pound, wh e) Ss the I ter 
nt ( Tl price r electolytic re in cathodes ‘ } 
S et hereunder shall be 19 cents per pound, f b. vessel, Kristia nd. S 
¢ Norway 
» For the purpose f ng you in mining ( re necessary to enable 
to meet your ex] ( ) e! nd obliga ns | de 
Gi nme s] f r cep ‘ t id ¢ l 
I S6 n il me follows 
(a si mil ite ir acceptance of tl ae D ible upon receipt 
I vo written request therefor, stating that not less than $1,500,000 has 
v een paid by you during the calen year 1951 for capital expenditure d 
UU reproduction expenses in connection wit our Canadian operations 
(4) A sum which, added to the foresaid S11 ion, Wi he Tro! 67 2 
to 75 percent of that amount certified, by an independent Canadian « tered 
accountant satisfactory to the Government, as being equal t D 
penditures and preproduc penses paid | 1 in conne n \ r 
Canadian operations du g I 19 Said ( 
pavable upon receipt af ¢« d ac . ; 4 te rhe 1 no 
ve of the aforesaid 75 percent wi be paid promptly to the extent that the 
Government determines that the amount rtified does constitute cap 
expenditure or preproduction expenses as described herein 
(c) Thereafter, until such advances total $6 million, a sum or sums et 
iS to 6714 to 75 percent of that amount certified, by an independent Canadian 
chartered accountant satisfactory to the Government, as being e¢ to 


apital expenditures and pre produc tion ¢ xpenses paid by you 1n ¢ nnection 
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with your Canadian operations during each 6-month period beginni1 
uary 1, 1952 Each said sum shall be payable upon receipt of said a 
ant’s certificate. The balance, if any, of the aforesaid 75 percent 
paid promptly to the extent that the Government determines that the an 
certified does constitute capital expenditures or preproduction expe 
described herein 























Interest at the rate of 4 percent per annum shall be charged on the bala 
such advances from the date of the advance until the date of liquidation, and 


advances shall | made without advance payment bond or other co 
security Interest will be accrued on the basis of a 365-day (or 566-day 

6. All advances made to you pursuant to paragraph 5 of this order, to 
with interest thereon, shall be liquidated in the following manner 


( rhe amount repayable shall be reduced by applying the fol 
credits at the time of the first advance 
i) $1 per short ton of ore transported during the calendar } 
m the ore bin at your McKim mine to the conveyor leading to 
Falconbridge mill 








(c) At then end of the calendar year 1952, and each subseque ( 
year through 1956, the amount of 2 cents per pound of nickel plus cobalt 
tained in matte produced by you during such year shall be credited a 
accrued interest and principal balances of the advances then out 
Such credit shall be increased or decreased, as the case may be, by 10 pet 
for each year’s production if production of nickel plus cobalt contained 
matte during that year is above or below the scheduled quantity for that 


stay 
sta 





as listed below by more than 1 percent but not more than 2 percent; by 2 
percent if production during that yea s above or below the 

quantity by more than 2 percent but not more than 4 percent; by 50 y 

if production during that year is above or below the scheduled 

more than 4 percent but not more than 6 percent; and by 50 percent if 
duction during that year is above or below the scheduled quantity by 














than 6 percent 





Calendar year in pound 


L952 2S OOD. 
1953 30, 0C#) 

1O 4 2 OOD, 1% 
WAH 34 O00. OO 


LOG 





On December 31, 1956, unless you shall have previously terminates 
contract pursuant to paragraph 18 hereof, the total credit earned by 
under the provisions of this subparagraph (c) shi be subject t Or 
adjustment, if your total cumulative production of nick plus cob 
tained in matte during the period from January 1, 1952, to Dece 
1956, falls short of 159 million pounds, in accordance with the follo 
formula 



















Percent by which cumulative production falls below 159 million pounds 
More than 1 percent but less than 2 percent 
2 percent but less than 8 percent 
percent but less than 5 percent 
» percent but less than 10 percent 0) 
10 percent or more 100 
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\ eredit ha apple tt crued ‘ t and the LO |] n 
\ rued ere re ng |} pal bi ce advance 
en lquiaatls S i be Ji i 1, 1957, 
| e Governme! ( or before March 31, 1957; p1 
t da i eC ( e sl e extended io ( 
‘ ) ) ‘ d il ( 1 are 
n Tr h d et h 
I ereof | eas conditi ¢ majeure as provided in 
ph iV he 
} 1 ( nv <« e Governmen S Lor 
di D I in accor e wit! stru - » be 
y Gove Ps nen Ld iterial d ere i 
on 1 { ) O] I ( I VOICE ported by ur 
d weight ¢ ou ified ani sis I rt, and signed copy of t 
( r st« e ¢ ( i § Lhe do ments as ma 
ri d ( ‘ i nicl the G el en ne naetr 
‘ n such quan ‘ i »a re G I ( ot mint n irioad 
( 
ea 
i¢ 
d 
( ( ed by forces ( d ‘ i J 
vou mtr dd ( r fault ecligence 
| withou cts er s ( torm I i ‘ of 
Y, ANC | ! othe f the 
G mt You sl \ on ) ‘ Governm of the 
( i l ‘ 
lem I f t “a hy I é | ie el 
( dmitted to \ } e irt of t or oO al Lat 
irise the fre th pro be construed to extend 
{ ! mad } rp ‘ i 
b) You warrat t me g oY ! ' has ] em we 
\ l to ‘ rs oO ul ( en ders 
) ) CO ol p eo? hy ‘ ‘ y 
fide ¢ } S 4 na fl es I ( ) ne il ¢ n igencies 
lintained by u f Dp f iri ess Kor a oO io 
ion of this wa ant tl G ‘ } e the 1 this 
Ol a | Vill ut ( 1 I t 
price o! msider on f f ‘ 
kerage, or cont ent 
I the F ( er this contract you ll 
notwithstandit he ( Lene of su ent proceer vit the 
erformance of this contract 
(dq) The De Mate Pre \ ! ! has dete ned 
r tl ury of this t ‘ t, and er m ‘ 
pecificatior pre ed | ! el l a d. or. nufa ured S 
tn e may i s el nad I iVA i 
ommercial quantities and of Satistac quality. 
Without affect ther } and « eS Oo ‘ r Sac < rthe Ww I 
S contrac ou Shall have the « 1, cut i pe d when con ns 
1 e majeure as defined in | igraph 1 f prevent you fron 7 
. refinery at Kristiansand, S., Norway, the nick lus cobalt cor 
ed in matte produced by you hereunder refined at any other refinery of your 








hes 
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STO 


apply to the Renegotiation Board f 


KPII 


ING 


f 


MATI 


RIALS 


in Kristiansand, S., Norwa ind issue ppropriate storage « ifi 
the Government Upon ij an of such a rage certificat il} <4 
storage and other charge di} if los ith respect to a ch | 
terials shall be r the a¢ int of the Government 
15. This co act shall he « et s of Jar rv 1. 19 ind si 
from that date thr h December 31, 1961 
16. All monetary efere herein are intended to n e 
amounts in United States currency 
17. Your eptance f thi yrder | be indicated by ffixin 1 i 
to this letter and 2 copies thereof, and mailing or delivering the executed origi 
and 1 executed copy to the Defense Materials Procurement Administrator wit] 
15 days from the date of this letter. Such compliance will ¢o1 tute t 
order a contract on the terms set forth herein, until such time as pers 
by the execution of a formal mtract between the parties The formal co 
tract between the parties shall contain definitive terms and conditions as I 
to by the parties which may or may not be at variance with the provis 
of this order 
l ( Upon your acceptance of this order and simultaneously with 
eturn of e executed copies thereof to the Government, as_ provider 
in paragraph 17 hereof, you may, pursuant to section 1455.2 (d) of the R 
negotiation Board Regulations issued under the Renegotiation Act of 1951 
request the Defense Materials Procurement Administrator in writing 


or an exemption of this contract, and a1 


subcontract hereunder to be performed outside of the territorial limits of 


the con 


cont 
1951 


ot as 


the Defense 


Materials 


ntal United States, from the 
a contract and subcontracts to be performed outside the te 
torial limits of the continental United States 
Procurement 


pr 


OV 


sions of 


Administrator 


sf 


Ww 


id 


ill 


Renegotiation 


ra 


fi 


appropriate application in this regard with the Renegotiation Board 


(b) When the Renegotiation Board takes action on the application 1 
with the Board pursuant to subparagraph (a) above, the Defense Materi 
Procurement Administrator will deliver to you a written notice o 
action taken by the Board. In the event you have not received a writte! 


tice 


thereafter 
iting a 


wr if, rhe 


rt 


of a ruling by the Renegotiation Boat 
days after receipt of your acceptance of this order, you may, within 30 da 
deliver to the Defense Materials Procurement 


} 


“dl sa 


isfactory 


to you 


1 within 


Act 


Administrator, 


Upon receipt of such request 
promptly 


of your intention to cancel this contract and upon receipt 


of such notice, this contract shall thereafter immediately be canceled 
out cost to either party. 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 16] 





(c) If pursuant to subparagraph (a) above you request the Defense Ma- 











rials Procurement Administrator to file an application for exemption with 

the Renegotiation Board, no part of the advance payment provided for in 

paragraph 5 hereof will be paid to you until (i) the Renegotiation Board 

ints the exemption applied for in said application, or (ii) in the event the 

‘ mption is not granted ithin the time specified, then upon the ¢ ration 
the 30-day peri in which you have to cance his contract 

» This contract is er suant to the Defense Productio Act o 

ended (Public Sist Cong ic Laws 1d 96, S2d 

S < t s ec e ¢ en l I g 


‘ has eel ued by he Def« e LP lu dy ‘ 
eel mad L\ ble to the Det Mate I I \ in 

( rr thority nde1 Ly e P luction A c 
led, adequate or the purposes of t S COr T 

UNI » STA O} \ ( 
By Jess LARS 
Defense Materials Procure { 
Accepted: February 14 


Ce Dé NICKEL MINES, LITD., 


f , 
Toronto, Canada 








( 'TLEMEN This will acknowledge your letter « February 14, 1952, e osing 
xecuted original and one copy of the letter order, dated February 13, 1952 
\ etter was received at this office February 18, 1952 
You are hereby notified that the conditions specified paragt ~0 of the 
iid letter order have been fulfilled 
u are also informed that as of February 28, 1952, request was made of the 
Renegotiation Board for an exemption of this contract pursuant to section 1455.2 
d) of the Renegotiation Board Regulations Such request has been delivered to 
he Renegotiation Board You will be advised in due course us to such action 
he Board may take 
Sincerely yours, 
Jess LARSO 
Defense Materials Procurement Administrator. 
OFFICERS AND DIRECTORS OF FALCONBRIDGE NICKEL MINES, Lrp., 44 KING STREET, 
West ToRONTO, CANADA—CoNTRACT DMP-—60 
rhayer Lindsley, president 
H Jd. Frase r, vice president and general manace 
R. Campbell, secretary 
J.C, Rix, treasurer 
A. W. Crome, assistant treasurer 
J. M. Cunningham-Dunlop, director 
H. J. Fraser, director 
Thayer Lindsley, director 
W. B. Maxwell, director 
W. S. Morlo« k, director 
ExHtInir No 
ContrrRAcT No. DMP-60 BETWEEN UNITED STATES OF AMERICA 
KF ONBRIDGE NICK MINES, LIMITED 
THIS CONTRACT, entered into between the UNITED STATES OF AMERICA, acting b 
and through DEFENSE MATERIALS PROCUREMENT AGENCY, its successors, assigns, 
nd duly authorized representatives (hereinafter called the Government’), 
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| ority contained in the Defense Production Act of 156 
mended, and Bx tive Order 10161, as amended and supplemented, and Fa 
Mii s, Limrrep, a corporation organized and existing under 
I ince of Ontario, Canada (hereinafter called the Col 
WITNESS H 
In «x deration of the mutual promises herein contained, the parties 





‘ nt! t agre O St 1 the Gover! 


y one hundred million (100,000,000) pounds of nickel metal in ac 


oO o ( u ve delivery schedule 









a 


Option The Contracto hall have the option to sell 
(0 nt i ld n to the re ing quantities, from time to time 
riod of this Contract, and as and when such option is exercised 
( Let fre time to ti the Government shall buy additional quant 
! el met ‘ ount tt to exceed fifty million (50,000,000) px 
Said additio quantities may be delivered at any time or times prior t 
» 1h at: ‘ ot exceeding tifteen million (15,000,000) pounds in ;: 
ar; provided, however, that at any time when, and as long as, th 
tractor is default in its deliveries of nickel metal in accordance w 
cum t @ 1) hedule set forth in Article I-A-1 hereof e Con 
option to sell and the Government's obligation to buy and accept del 
id addition quantil s of nickel metal shall be suspended, but shall 
whet id default is cured At tl time of each delivery of 





l { 
( ernn Option.—During the five-year period beginning Ju 
and ending Ji 30, 1967, the Government shall have the option to 
and when such option i ‘reised from time to 








~e 


kel metal with respect to each such year beginning July 





itract shall specify whether the quar 


f the option qua itie pursuant to this Article J—-A 


buy from 


I 


l, 


m 
rrees to sell additional quantities of nickel metal in an amount 
to exceed fifty million (50,000,000) pounds. The Government’s option to 


shall 


Pounds 


exercised by delivery of written notice to the Contractor on or before July 





lately precedil 








to exercise such option with respect to any other year or years. 


1all not constitute a waiver or a relinquishment of the Government's 


Pounds 


of the Government to exercise such option with respect to one or m¢ 


I 


1 


pur 


re 


LOO, OOO, OOO 









| 


7 g. The quantities of nickel metal purchased by 
the Government pursuant to this option shall not exceed the amounts specif 


the year ending June 30, 1963 15. 000, 000 
the year ending June 30, 1964 12. 500, 000 
the year ending June 30, 1965 s 10, 000, 000 
the vear ending June 30, 1966 7. DOU. GOO 
the year ending June 30, 1967 5, 000, 000 


t. Delivery Schedule under Prior Contract.—The Contractor’s right to sell and 
deliver and the Government’s duty to buy or to accept deliveries of any quantity 


of nickel metal pursuant to Article I-A hereof shall be suspended at any time 


when, and as long as, the Contractor is in default in its deliveries of 


metal in accordance with the minimum cumulative delivery schedule 





set 


nicke 


it 


I 





' 
: 
j 
i 
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paragraph 3 (a) of Contract GS-OOP(D)-—12205 between the parties hereto 
ed February 13, 1952, accepted February 14, 1952, provided that said rights 
luties of the parties shall recommence whenever any such default is cured. 
For the purposes of this Contract, nickel metal shall be defined as electro- 
nickel, nickel ingot, nickel shot, or sintered or briquetted nickel powder. 


Che Contractor agrees to sell to the Government and the Government agrees to 
f percent (5%) of the Contractor’s yearly production of cobalt metal 
ng the calendar years 1954 through 1961, inclusive, and thirty-six percent 
69%) of the Contractor’s production of cobalt metal during the five-month 
od beginning January 1, 1962, and ending May 31, 1962. The amounts to be 
rchased and sold pursuant to this Article I-B shall be in addition to any 
unt sold to the Government pursuant to paragraph 3 (b) of said Contract 
GS-OOP (D)-12205; provided, however, that nothing contained in this Article 
I-B or in the said Contract No. GS-OOP(D)-12205 shall obligate the Govern- 
ent to purchase from the Contractor or obligate the Contractor to sell to the 
Government in excess of 3,500,000 pounds of cobalt metal beginning February 
14. 1952, and ending June 30, 1962. Deliveries of cobalt metal pursuant to this 
Article I-B may be made in respect to any calendar year at any time up to 
March 81 of the following year, and in respect to the five-month period from 
ry 1, 1962, to May 31, 1962, at any time up to June 30, 1962 
Copper 
1. Firm Quantities.—Contractor agrees to sell to the Government and the Goy- 
ernment agrees to buy thirty-two million (382,000,000) pounds of electrolytic 
thode copper in accordance with the following cumulative delivery schedule: 
Pounds 
3, 000, 000 
10, 000, 000 
15, 000, 000 


On or before Dec. 31, 1958.................. . 
On or before Dec. 31, 1954 


On or before June 30, 1956.......... ~~. ‘ sibarspaidiiameninletteanets 





On or before Dec. 31, 1955_..-_-___-_- speek Os __.___. 20, 000, 000 
On or before Det. Sl, leOGcnsincnasnnnnme 5 a - a sh acral 32, 000, 000 


2. Contractor's Option.—Contractor shall have the option to sell to the Gov- 
ernment in addition to the foregoing quantities, at any time up to and including 
December 31, 1958, and as and when such option is exercised by Contractor from 
time to time, the Government shall buy quantities not to exceed twenty million 


(20,000,000) pounds of electrolytic cathode copper. 
ARTICLE II. Specifications. 


1. Nickel 

1. All electrolytic nickel, nickel ingot, and nickel shot sold and delivered undet 
this Contract shall meet the requirements of National Stockpile Material Pur 

ase Specification P-86 dated February 13, 1952; provided, however, that: 

a. In paragraph ‘3.a. (Packaging)’’ the words “as directed by the pure} 
agency” shall be deleted ; and 

hb. With respect to sampling, inspection, and analysis the provisions of Article 
VII hereof shall govern. 

2. All sintered or briquetted nickel powder sold and delivered under this Con- 

act shall meet the chemical requirements for electrolytic nickel as set forth in 
National Stockpile Material Purchase Specification P-86 dated February 13, 
1952, and as to physical requirements shall be in the form of discs of approxi- 

ately two and one-half inches (2% inches) in diameter and one inch (1 inch) 
thick weighing approximately one pound each or in such other form as may be 
acceptable to the Government. The sintered or briquetted nickel powder shall 
have a clean surface, free from dirt, slag, or other foreign material. As to pack- 
aging, marking, and shipping, the provisions set forth in 3.a. (2) and (4), relat- 
ing to packaging, and 3.b. as to marking, and 3.c. as to shipping, of the aforesaid 
National Stockpile Material Purchase Specification shall govern, provided, how- 
ever, that with respect to sampling, inspection, and analysis, the provisions of 
Article VII hereof shall govern. 


ising 


B. Cobalt 

All cobalt metal sold and delivered under this Contract shall meet the require- 
ments of National Stockpile Material Purchase Specification P-15 dated Decem- 
ber 11, 1951; provided, however, that: 
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1. With respect to the chemical requirements of Cobalt (Co), Nickel (Ni), and 
arbon (C), the percent by weight shall be: 

As to Cobalt (Co) a minimum of 98.1 percent. 

As to Nickel (Ni) a maximum of 1.3 percent. 

(s to Carbon (C) a maximum of 0.25 percent. 
2. The first sentence of Article 2.b (Physical Requirements) of said Specif 
tion shall be modified to read: 

“Material shall be supplied in the form of electrolytic cobalt in flat and roughly 
rectangular pieces.” 

8. All containers shall be plainly marked with the following legend: “For use 
only in nickel-cobalt alloys”; and 
ft. With respect to inspection and anaysis, the provisions of Article VII hereof 
vovern 


{ 











C. Copper 


All copper sold and delivered under this Contract shall meet the requirements 
of National Stockpile Material Purchase Specification P-16-R dated May 28 
1952, provided, however, that: 

1. With respect to the conductivity requirement, such copper will only be 
required to test ninety-eight percent (98%) as high as the text for conductivity 
required by said Stockpile Specification ; 

2. The reference in said Stockpile Specification to the requirements of A. S. T. M 
B-115 shall be deemed to mean A, 8S. T. M. Designation: B—-115—438, adopted 1943 
reapproved in 1949 ; 

3. The minimum size of cathodes shall be not less than 22 by 30 inches; and 

4. With respect to inspection and analysis, the provisions of Article VII hereof 
shall govern 








ARTICLE III Delivery Point. 














All metals sold hereunder shall be sold and delivered either ec. i. f. vessel, 
New York, New York, or f. o. b. commen carrier’s conveyance, Port Colborne, 
Ontario, Canada, at Contractor’s option. Contractor may exercise such option 
t to any deliveries of any metal sold hereunder 





With resp 





ARTI 





Prices. 


1. Nickel 


1. Deliveries through June 80, 1962.,—On all nickel metal delivered through 
June 30, 1962, under paragraphs A—-1 and A-2 of Article I, the price shall be One 
United States Dollar (U. S. $1.00) per pound ec. i. f. vessel New York, New 
York, or f. 0. b. common earrier’s conveyance, Port Colborne, Ontario, Canada, 
subject to increase or decrease as provided in this paragraph. Said price of 
One United States Dollar (U. S. $1.00) per pound is based on the United States 
currency market price (after deduction of any U. 8. duty or import tax included) 
for electrolytic nickel cathodes, wholesale lots, f. o. b. Port Colborne, Ontario, 
Canada, prevailing on January 15, 1958 (which for the purposes of this Contract 
is established at 58.75 United States cents per pound, after deducting said duty 
or import tax). The amount of any increase or decrease in the United States 
currency market price (after deduction of any U. S. duty or import tax in 
cluded) for electrolytic nickel cathodes, wholesale lots, f. 0. b., Port Colborne, 
Ontario, Canada, as quoted in the E. & M. Metal and Mineral Markets (or such 
other recognized trade publication as may be mutually agreeable to the parties), 
in effect on the date of any delivery of nickel metal hereunder, from the base 
market price of 58.75 United States cents per pound shall be added to, or sub 
tracted from, as the case may be, the One United States Dollar (U. 8S. $1.00) 
per pound price. 

2. Deliveries after June 80, 1962.—On all nickel metal delivered after June 30, 
1962, the price per pound ec. i. f. vessel New York, New York, or f. 0. b. common 
carrier's conveyance, Port Colborne, Ontario, Canada, shall be the United States 
currency market price per pound (after deduction of any U. S. duties or import 
taxes included) for electrolytic nickel cathodes on the date of delivery as 
published in the Ek. & M. J. Metal and Mineral Markets (or such other recognized 
trade publication as may be mutually agreeable to the parties) f. o. b. Port Col 
borne, Ontario, Canada. 

3. If the nickel metal sold and delivered by the Contractor to the Government 
hereunder is in a form other than electrolytic nickel and if such other form 
of nickel metal is customarily sold at a discount below the price for electrolytic 
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cnuthodes, the price for such other form of nicke price 
ctrolytie nickel cathodes computed in ac dan 1 and 
e, less such discount 
} / 
rice of cobalt metal sold hereunder ¢. i. f essel Ne York, New York, 
b. common carrier's conveyance, Port Colborne, Ontario, shall be either 
| | States market price for cobalt metal on the date of delivery as 
l the Ek. & 4 Vie and Mineral Markets (or such other recog- 
) is ( lalliv a eeable the parties), or One United 
Doll Kighty Cents (U. S. S180) per pound, whichever is the 
) J or ! firm quant electrolyvi ithode 
dh ssel New Yor New Yor f. o. b. common 
Ss COnY e, Ontario, shal ‘ 
C) y I (U.S. $0.30) per pound with respect to copper 
d th ot 
| Ey 4 (U.S. $0.50) per pound with respect to all cop 
OXCE »,000,000) pounds delivered in the period begin 
nuary June 350, 1955: 
lwenty-Seven and One-Half Unit States Cents (U. 8S. $0.274%4) per pound 





respect to a copper i eXCeSS O five million (5,000,000) pounds delivered 
e period beginning January 1, 1955 and ending June 30, 1955; and 


= 


wenty-Seven and One-Half United States Cents (U. 8. $0.27144) per pound 


respect to all yper delivered on and after July 1, 1955 
I DI 
Optional Quantitic The price for optional quantities of electrolytic cath- 
copper sold to the Government hereunder, ¢. i. f. vessel New York, New 
or f,..0,.3 ommon carrier’s conveyance Port Colborne, Ontario, shall be 
een United States Cents (U.S. $0.19) per pound 
( Charges 
United States of America duties, taxes or charges (general or local) 


ereafter imposed in respect to the metal sold hereunder, or the produe 
raction, Ssaie, exportation, transportation, proceeds or value thereof shall 

he account of Contractor, it being intended tl t the metal sold hereunder 

be delivered on board vessel or common carrier's conveyance free of all non 
ted States of America duties, taxes or charges he Government shall make 
Ss consumption entry at port of entry into the United States and will at 


to all phases of United States import duties and United States transporta 





excise taxes which s be the Government's responsibility and for its 

CLE V. Origin of metals 

\ll metals delivered hereunder shall be derived from ores extracted from 
s owned by Contractor or others (except mines owned or operated by Inter 
nal Nickel Company of Canada. Limited, or Sherritt Gordon Mines, Lim 
rv by any company known to Contractor or generally known as a matter 

] lic record to be a controlled affiliate or subsidiary of either of said « 


at the date of execution of this Contract or at the time of such deriva 


and such ores shall be refined or caused to be refined by the Contractor or 
Ss account in either Norway or Canada, at the Contractor’s Option, in re 
es owned by the Contracto1 r othe N refined metal purchased by the 
( ractor from third parties shall be delivered hereunder to the Government 
he Contractor 
\rTICLE VI. Payment to the contractor 
I ment for each lot of metal delivered hereunder shall be made promptly 
presentation to the Government of (a) Contractor’s properly certified in 
ice, satisfactory to the Government, showing, among other things, lot marks 
iny), weights, and identification of metal; (b) certified weight certificates; 
certificate by Contractor that the material meets Contract specifications ; 
nd (d) copy of the receipted common carrier’s bill of lading clean on-board 
ean bill of lading or storage certificate, satisfactory to the Government, and 
h other documents as may reasonably be required in accordance with good 
umercial practice. 
ARTICLE VII. Weighing, sampling, analyzing, and inspectior 
Contractor’s weights shall govern as to metals delivered hereunder and the 
t of weighing shall be for the Contractor’s account. The Government may 
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at its election and expense have any and all deliveries hereunder 
lice a igher and sampled and analyzed by a recognized analyst, sel 


necifications of the American Society for Testing Materials 


the date of this Contract, shall apply te ! we hit 
nection of l neta livered under this Contra 
»from such weighit 
eights found by a licensed 
the weights of 
1] 


Article, shall me 
at but such metals shall be deemed rejectes pon receiy 
f notice of such rejection and shall be replaced by the Cont 
Contractor shall place the metals to replace the re { 
c. i. f. New York, New York, or common carrie 
Colborne, Ontario, within sixty (60) days after 
within such eriod, the Governmet! 
acceptance under this Contract of the etal vhich were t 
ice Contractor shall reimburs rovernment prompt 
incurred by the Government in | | the replacemen ( 
the point of rejection in the United States, and in addition, the Contra 
reimburse the Government for the cos ’ weighing, sampling, anal 
the defective metal bein aced. All claims for adjust 
replacement of metals pursuant to this Article must be made | 
wrifte tice to Contractor not more than sixty (60) days after delivery of 
lot of metal in question, provided that in the case of metals delivered int 
age pursuant to Article VIII bereof, all claims for adjustment of wei 
replacement of metals pursuant to this Article must be made by written 1 
{to Contractor not more than one hundred and eighty (180) days after delive: 
into storage of the lot of metal in question. Contractor shall advise Gov 
ment promptly upon receipt of notice of rejection by Government as the 
position it desires Government to make of the rejected material. Any cha 
incurred by Government in connection with the disposition of such rejected 
material shall be for Contractor's account. 

ArTICLE VIII. Delivery and storage. 

\. The Contractor shall notify the Government in writing at least thirty (30 
days in advance of the anticipated time of delivery to it of each lot of meta 
hereunder, which notification shall identify the metal to be delivered as nick 
or cobalt or copper and state the character and approximate weight of each lot 
All metals delivered hereunder f. 0. b. common carrier’s conveyance, Port C 
borne, Ontario, shall be on the following bases: As to nickel and copper, in mir 
imum carload lots; and as to cobalt, in lots of not less than 3,000 pounds eac! 
All metals delivered hereunder c¢, i. f. vessel New York, New York, shall be 
the following bases: As to nickel and copper, in lots of not less than fifty (50 
short tons each; and as to cobalt, in lots of not less than 3,000 pounds each. A 
metals delivered to the Government pursuant to this Contract shall be prepared 
for shipment in aecordance with the Contractor's usual methods for packir 
storing, and shipping such metals. 

B. In the case of metal delivered hereunder f. o. b. Common carrier's « 
veyance, Port Colborne, Ontario, title shall pass to the Government upon i 
ance or endorsement to the Government of clean on-board bill of lading except 
as hereinafter provided with respect to metals placed in storage. In no eve 
shall any metal be shipped to the Government or for its account f. o. b. comn 
carrier's conveyance, Port Colborne, Ontario, unless and until explicit shippi 
instructions are furnished by the Government. Within forty-five (45) d 
after receipt of notice from Contractor that a lot of metal is tendered hereunde 
for delivery f. o. b. common carrier’s conveyance, Port Colborne, Ontario, the 
Government agrees to furnish common carrier’s conveyance at that ship] 
point, or to request the Contractor to furnish such common carrier’s conveyan 
for the Government’s account within said period. If no common carrier’s « 
veyance has been furnished and no such request has been made within s 
forty-five (45) day period, the Contractor agrees to place any such lot of met: 
in storage at Port Colborne, Ontario, and issue an appropriate storage certificat: 
to the Government. Upon issuance of such a storage certificate, all subsequent 
storage and other charges, except as herein otherwise provided, and all ri 
of loss with respect to any such lot of metals shall be for the account of th 
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rsual o the terms here sha e 


rnment. Metals placed in storage pur 
dered as delivered for the purposes of this contract, and title thereto shall 






to the Government upon issuance to the Government of storage certificate 
factory to it. 

( In the case of metal delivered hereunde f. o. b. Common ecarrier’s con 
ince, Port Colborne, Ontario, the Contractor shall, if the Government so 
es, act as forwarding and shipping agent for the Government without addi 
il expense to the Government, to effect shipment of all deliveries in accord- 
e with instructions to be furnished by the Government and to process all 
ssary shipping documents All costs, if any, incurred in placing metals on 
“| common carrier’s conveyance and handling charges in connection there 

the Contractor’s account; it being intended that the metals 


hall be for 
free of all charges on board, except as other 


delivered to the Gover 
e provided herein. With respect to metals placed in storage pursuant to 


terms hereof, the Contractor shall bear only the cost of delivering the metals 


and an amount equal to any applicable Canadian charges, 


he place of storage 
n payable by the Con 


iding export and port charges, which would have beet 
tor if delivery had been made f. o. b. common carrier's conveyance, Port 
borne, Ontario, on the date of storage. 
>. In the case of metals delivered to the Government hereunder ec. i. f 
New York, New York, title shall pass to the Government at the point of shipment 
issuance to the Government of clean on-board ocean bill of lading rhe 
itractor shall give to the Government prompt notice of each delivery on-board 
vessel of any shipment made pursuant to this paragraph D. 
\RTICLE LX. Reports and access to books and records 
at least semiannually such 


vessel, 


Contractor agrees to furnish to the Government 


reports as the Government may reasonably require concerning Contractor's tot 
oduction of cobalt metal during the period from February 14, 1952, through 
lay 31, 1962. The Contractor agrees that the Government or an f its du 


horized representatives shall, while the Contract is in effect, and for a period 
three (3) years thereafter, have access to and the right to examine any 
pertinent books, documents, papers, and records of the Contractor relating to 
said total production of cobalt metal by Contractor from February 14, 1952, 
hrough May 31, 1962. 

ArTICLE X. Force majeure. 

All times specified herein for the performance of the Contractor’s obligations 
ereunder shall be extended, at Contractor's option, by a period equal to 
lelays, interruptions, or cessations caused by force majeure (herein defined as 
ny cause beyond the Contractor’s reasonable control and not due to the Con 

tor’s fault or negligence, including without limitation acts of God, strikes, 
enemy, and priority or allocation 
inability of the 


re, storm, sabotage, acts of war or public 
requirements or other acts of governments, but not including 
i ifractol 


Contractor to obtain, or delays in obtaining, financing to enable the Con 
© perform its obligations hereunder) ; provided that the Contractor shall 
required to sell and the Government shall not be required to purchase any 
quantities of metal which are scheduled to be delivered on or before June 30, 
1962, pursuant to the provisions of Article I hereof, but which have not been so 


delivered by such date because of any such force majeure occurrences. The 
majeure occurrence to 


Contractor shall give written notice of each such force 
the Government within thirty (80) days after the beginning of each such oceur 
rence, together with a statement setting forth the facts in evidence, t 
Contractor shall give the Government written notice of the conclusion of each 
such occurrence within ten (10) days after such conclusion. 

ARTICLE XI. Default 

Notwithstanding any other provision of this Contract, the Government n 


hy notice in writing to the Contractor. cancel this Contract at anv time. wit ul 


payment of damages or penalty of any kind by it for such cancellation the 
event (a) a receiver, liquidator, or trustee is appointed for Contras or its 
property by a Canadian Court, or Contractor makes an assignment for the 


enefit of creditors, or Contractor becomes insolvent, or a petition is filed by 
igainst Contractor pursuant to any of the provisions of applicable law of Canada 
or any province thereof for the purpose of adjudicating Contractor a bankrupt 
or for the reorganization of Contractor, or for the purpose of effecting a compo 
tion or rearrangement with Contractor’s creditors, and such receiver, liquidator, 
or trustee is not discharged within sixty (60) days from the appointment of such 
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eceiver, liquidator, or trustee or any such petitio 

not dismissed within one hundred eighty (180) days from the 
petition, (b) of the liquidation or dissoiution of Contractor 
or involuntary, or (¢c) of default by Conti 


terms, conditions, or covenants of this Contract 


filed against Contract 


hile oO 


whether volu 
actor, in the performance of any of 
or any amendment or si 
ment thereto; provided, however, t 


hat this clause (¢) shall not apply ui 
Government 


vives written notice of such default to Contractor and ¢ 
fails to cure such default within thirty 
ARTICLE XII Assignment 


\. Contractor shall not, without the prior written consent of the Governme! 


onti 
(30) days after receipt of such not 


or pledge this Contract or any of its rights, powers, privileges, duties 
or obligations thereunder ; provided, however, that any moneys due or to beco 

due under this Contract, but not ineluding 
hereunder 
fir 


any advances made or to be 


nay be assigned by the Contractor to a bank, trust company or other 


ancing institution, including any Federal lending agency, pursuant to and 
accordance with the Assignment of Claims Act of 1940, as amended (31 U 
208, 41 U. S. C. 15). 


B. All rights, powers, privileges, duties or obligations under this Contract shall 
inure to any successor or successors of Defense Materials Procurement Agen 
of the Government to which the Defense Materials P1 
curement Agency shall hereafter delegate or assign its authority to act for 
Government hereunder. 

ARTICLE XIII Currency 


Unless otherwise specifically provided, all 
intended to mean the respective 


Ss. ( 


or any branch or agency 


monetary references herein 
amounts in United States currency. 

ARTICLE XIV Interest of Member of Congress. 

No member of or delegate to Congress, or resident 
mitted to any share or part of 


therefron 


cominissioner, shall be ad 
this Contract, or to any benefit that may arise 
but this provision shall not be construed to extend to this Contract 
if made with a corporation for its general benefit. 

ARTICLE X\ (Contingent Tees 

The Contractor warrants that no person or selling agency has been employed 


r retained to solicit or secure this Contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide estal | 


tablished commercial or selling 
the Contractor for the 


this warranty, 





agencies maintained by 
purpose of securing business For breach or violation of 
the Government shall have the right to annul this Contract 


without liability or in its discretion to deduct from the Contract price or con- 


sideration the full amount of such commission, percentage, brokerage, or n 
tingent fe 

ARTICLE XVI Nonwaiver 

fhe failure of either the Contractor or the Government to insist in any one 


or more instance upon the performance of any of the terms 


, covenants or condi- 
ions of this Contract 


, Shall not be construed as a waiver or relinquishment of 
future performance of any such term, covenant or condition by 


t the 
I 

here 

I 


the other party 
to, but the obligation of such other party with respect to such future pe! 
rmance shall continue in full force and effect. 

ARTICLE XVII Modifications. 


t 
No oral or written statement of any person, whether made before or after t 


execution of this Contract, shall modify or otherwise affect the terms 


condi 
tions, or specifications of this Contract; provided, that the 


foregoing shall not 
ipply to formal amendments to this Contract, properly executed by both parties 
thereto. 

ARTICLE XVIII. Addresses. 

Unless otherwise specified : 

a. Notices by the Government to the Contractor provided for in this Contract 
shall be addressed to: Falconbridge Nickel Mines, Limited, 44 King Street, West, 
Toronto, Ontario, Canada. 


b. Notices by the Contractor to the Government shall be addressed to: Ad 


ministrator, Defense Materials Procurement Agency, Washington 25, D. C 


or such other address as either party for itself may specify to the other in 
writing. 


’ 
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cLeE XIX. Effective date 
is Contract shall become effective upon receipt by the Contractor at 
at 44 King Street, West, Toronto, Ontario, Caz a. of an executed cou 
of this Contract. The Contractor shall advise the Govern ! et] 
hich this Contract is received 
ITNESS WHEREOPF, the parties hereto have 
uted this 27th day of March 1953 
UNITED STATES OF 
(Acting by and through Defense Mate 
HowaArp I. Youna, 


F'ALCONBRIDGI 
By T. LINDSLEY, Presi 
Attest 
PORATE SEAL) 


Senator Matonr. What is the market name the other contrae 
Mr. Forp. It is 58.75 cents excluding 
Senator Martone. In other words, if the Government puts it 


duty. 


tockpile it is 58.75 cents. 

Mr. Forp. Yes, sir. 

senator MALone. Now, in this contract with Fal ‘onbridge the 
irst contract you gave them $6 million as a bonus to furnish so much 

kel at the market price which at the moment is 58.75 cents a po nd. 
In this contract you give them $1 a pound. Why the difference ? 

Mr. orp. The reason for the difference was that the company under 
their original contract had developed their known ore reserves to the 

iximum extent possible. They located some additional reserves as 
i result of their exploration work during 1952. The dollar a pound 
price was given them in order to induce them to develop these reserves 
and provide large additional quantities of nickel at an early date. 

Senator Matonr. How many pounds is 75,000 tons ? 

Mr. Forp. It is 150 million. 

Senator MaLtonr. What does that mean as a bonus to do that work ? 
Have you figured that out / 

Mr. Forp. That means approximately 40 percent of the cost. 

Senator Martone. $60 million. 

Mr. Forp. $60 million. 

Senator MAtonrg. Bonus to develop their reserve. 

Mr. Forp. That is correct. 

Senator Martone. Let me ask you at this point, it is very interesting 
to me, and I have no criticism at this point. It may be entirely justi- 
fied. Do you follow this policy in developing your domestic reserves 
n the United States of America ? 

Mr. Forp. We have paid bonus prices; yes, sir. 

Senator MAtone. To this extent ¢ 

Mr. Forp. I do not recall a contract as large as this in money. In 
terms of pounds of production, I think we have some contracts that 
ire comparable in size. 

Senator MALone. It is not necessary now, because we are going to 
get into those in detail. Iam talking now generally of the metals that 
are called strategic and critical. Let us take tungsten, zine, lead, 
mereury. What policy do you follow in dealing with the domestic 
producers? Do you say to them, “You have certain reserves now 
that we are willing to pay you a bonus to develop, say, of 40 percent, 
50 percent’ ? 
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Mr. Forp. Yes, sir: I can give you an instance of that. 

Senator Martone. What is it? 

Mr. Forp. The Hanna Nickel Smelting Co. at Riddle, Oreg. T 
have a deposit of rather low gerade nik kel ore out there, and the natur 
of the ore is such that they cannot produce electrolytic nickel. 

Senator Matonr. That is electrolytic nickel you are getting fre 
Canada? 

Mr. Forp. Yes, sir. They produce a ferro nickel of 25 to 35 pe ree 
Ol ide, o1 ‘the \ think the ‘vy can, Th > process has not been fully demo 
strated yet. So we have contracted with them for 62,500 tons of nic! 
contained in ferro nickel, and we are advancing $24,800.000 for 
construction of the facilities and the price of the material will 
between 85 and 90 cents per pound of contained nickel in the ferro 
nickel. AJ] the information that we have indicates that priced on a 
contained nickel basis, ferro nickel will sell at a discount from cathod 
nickel. 

Senator Matonr. What would it sell for ? 

Mr. Forp. That is not known. 

Senator Matonr. How much of a discount under the cathode nickel ? 

Mr. Forp. ‘There are no sales of the material. 

Senator Martone. No one has estimated it for you? 

Mr. Forp. The only information that we can get is estimates, and 
the possibility is that it will sell for as much as 10 cents a pound 
less. 


the 


Senator Martone. In other words, when it is 5814 cents on the 
United States border between Canada and the United States, it will 
probably sell for around 48 to 50 cents. I am speaking of contained 
nickel now. 

Mr. Forp. That is a possibility. 

Senator MALtone. What do you pay for contained nickel ? 

Mr. Forp. Between 85 and 90 cents. 

Senator Martone. This is a case of a commodity that has not beer 
produced in any quantity at all in the United States up to date? 

Mr. Forp. That is correct. 

Senator Mavone. Is that your reason for making this contract—to 
see if it could be done? 

Mr. Forp. Our reason for making the contract was to try to get a 
source of some sort of nickel production to meet the estimated require- 
ments. 

Senator Matone. This is subject to redetermination and escalation ? 

Mr. Forp. Yes, sir. 

Senator Martone. What do you mean by “redetermination” ? 

Mr. Forp. By redetermination we mean that we arrived at the 8! 
to 90 cents price through the use of estimated production costs. We 
have provided in the contract for several periods of operation to deter 
mine W ps the costs actually are. The actual costs will be substituted 
for the estimated costs to redetermine the price. 

Senator M \LoNre. What costs are to be included in this figure ? 

Mr. Forp. The cost of the ore, the cost of the power, the cost of labor 

and materials and all of the usual group of production costs. 

Senator Mavone. The laboratory work leading up to the production, 
also ? , 

Mr. 


vance. 


orp 





The engineering work is included in the $24,800,000 ad 
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Senator Matone. Is that $24 million to be repaid in metal or in ore 


: \l rom The $24 m llion is to be repaid in ¢: sh and the repayments 
: : ee ee eee 
' ' 
we , * MALONE. ihey repay the loan in Cas! 
‘tr. orp. Yes, sir. 
| Senator Matonr. What was the rest of that statement ? 
r. Forp. They repay so much per pound as they produce the 
; MI J pa: per | Fy . 
eree 
Senator Matonr. They repay it in ore, that is, ferro nickel ¢ 
: Mr. Forp. They probably coul L 
ue : — eee 
senator MALoNr. You do not mean they repay you in casn and then 
in ey 


you again when th ey proauce the nickel ¢ 


* Mr. Forp. No, sir. What I mean is that they produce the ferro 


le senator Matonr. And deliver it to you. 

\ir. Forp. Yes. 

Senator Mantonr. And they are credited with whatever the fixed 
price may am 80, 90, $1, or $1.25 ? 

Mir. Ee That is right. 

Senator  iolenh But they do not give it to you in cash and nickel 

Mr. Forp. They are credited with the 85 or 90 cents, whatever the 
price may be, less an amount which applies toward the repayment of 

e $24,800,000. It is roughly 25 cents, I think, per pound. 
uw Matone. You mean it is roughly 25 cents a pound that you 
ve loaned them ¢ 

Mir. Forp. That is right. 

senator Martone. Do they actually repay any cash or do they 

nply vet credit for so muc h a pound of the meti ul that they deliver ¢ 

Mr. Forp. The way that the contract is set up, provision is made 
for them to get paid the full amount of their invoice for the produc 
tion of this ferro nickel. Then they are required every quarter to 
ke a payment aga nst the advance plus interest. 

Senator Matonr. What interest / 

Mr. Forp. Five percent. 

Senator MatonE. Where did they get the money? From what 
igency ¢ 

Mr. Forp. Defense Materials Procurement Agency. 

Senator Martone. Is that not a little peculiar, « or is that your general 
method? When you loan them mol ey, you just do not credit ee m 
with o mucha pound until the loan is paid, and then pay them addi- 
] nal money, but you keep it entirely separate so that they gel > cash 
for their nickel and then repay the loan themselves with 5 percent 
nterest 4 

Mr. Forp. Yes, sir, that is right. 

Senator Martone. Is there anc ther Falconbridge contract 4 

Mr. Forp. Falconbridge has two ot} 

Senator Matone. Besides what we 


ier contracts. 
have eee Before VV ¢ | ve 


e Han ina Co., this was done in the » interests of develk ping a dome C1C 
in yply and increasing the overall supply of nickel ? 
Mr. orp. Yes, S 
Senator Racer Ts this the first serious attempt to produce nickel 
In quantity in this country ? 
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Mr. Forp. There is one other project for the production of n 
in Missouri, where there was some nickel, copper, and cobalt cont 


in a lead or zine ore that was being mined down there; and throug 
that proy o of anew process it appeared that the nickel, copper, al 


cobalt could be recovered. Phat i the National Lead Co. project 
kK rederielktoy ‘ Mo. They expect to produce, the plant 1c desio 





to produce, about JZo tons of nickel a year. It is not anything of t 
nag tude of this Hanna contract. 


be it bi iefly, and then we will 
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A i. Drews, vice president 

ID). A. Mersot ce president 

J. EH. Reid, vice president 










nan, treasuretl 














AMENDMENT 





No. 1 TO CONTRACT ORDER No. GS—OOP (D) 12095 BETWEEN I 


STATES OF AMERICA AND NATIONAL LEAD COMPANY 

















HIS AMENDMENT, entered into this 21st day of January 1953, betwe« 
United States of America, acting by and through the Defense Materials Pr 
curement Agency, itS successors, assigns and duly authorized representativ: 








hereinafter referred to as the “Government” (pursuant to the authority « 
tained in the Defense Production Act of 1950, as amended, and Executive Ord: 
No. 10161, as amended and supplemented), and National Lead Company, a « 
poration organized and existing under the laws of the State of New Jersey, with 
its principal place of business at 111 Broadway, New York, New York, here 
after referred to as the “Contractor,” to Letter Order No. GS-OOP (D) 12095, 
dated October 4, 1951, and accepted October 11, 1951, hereinafter referred 
“Letter Order,” between the United States of America, acting by and throug] 
the General Services Administration, and Contractor ; 

WITNESS THAT: 










WHEREAS, the Contractor has previously agreed pursuant to the terms of said 
Letter Order to produce for purchase by the Government of cobalt, copper a 
nickel, to be derived from the new facilities which Contractor agreed to provide 
for the purpose of such production, and 

WHEREAS, since the execution of said Letter Order, additional advances 
Contractor have been necessitated by revised estimates of the cost to Contractor 
of said new facilities; 








Now, THEREFORE, in consideration -f the mutual promises herein contained, 
it is mutually agreed that said Letter Order shall be and is hereby amended 
as follows: 

1. Paragraph 7 shall be and is hereby amended to read as follows: 

“The price for the new production sold to the Government under the pro 
visions of paragraph 38 hereof shall be $2.108 per pound for cobalt, $0.54 
per pound for nickel, and $0.244 per pound for copper, to be delivered in a¢ 
cordance with the provisions of paragraph 6 hereof.” 

2. Paragraph 9 shall be and is hereby amended to read as follows: 
“Contractor will furnish to the Government from time to time such 
ports as it may reasonably require concerning (a) the progress and cost 
of the new facilities and any improvements thereto, and (b) the quantities 
and costs of cobalt, nickel and copper produced hereunder. These reports 
shall be in at least such detaii as is necessary to indicate the accumulation 
of Contractor’s ‘cash return’ as defined in Paragraph 15 (c). Reports as 
of the close of Contractor’s fiscal year shall be certified by an independent 
public accountant. The Government shall have the right to inspect and 
audit Contractor’s books and records relating to such reports.” 





















STOCKPILING STRATEGIC AND CRITICAL MATERIALS | 


Paragraph 18 shall be and is hereby amended | a) substituting he 
“$5,000,000” where it appears therein, the sum « $7,500,000." and tb 
ling to the end of paragraph 13 the following: 
“All such advances shall be evidenced by a note or notes of ¢ 
i n form and substance satisfactory to Governme! Contractor sha ilso 
nish to Government, in form and substance satisfactory to Gover nt, 
to secure the repayment of advances made hereunder, a mortgage 
ages covering the new facilities and all licenses, easements, under ind 
diacent realt and all other things f any nature whatsoever necess 
the operation f said new facilities constructed or owned vy the Con 
ts performance hereunder, togeth with after acquired prop 
erty, personalty or realty, used in connection with and nec 
neration of said new facilities.” 
Paragraph 15 shall be and is herel imended | d oO ifte Se 
ereof and preceding the word ‘whichever rs first the 1f ng 


(c) when through the operation of this Contract, the Contractor’s 








cash return from the new facilities shall have reached $8,700,000. For the 
rposes of this subparagraph, ‘cash retur sha ean, as interpreted 
in accordance with generally accepted accounting principles, the aggregate 
of (i) net profits after state and federal income nd excess profits taxes but 
before deduction of dividends or amortization of fixed debt (othe than 
ortization referred to in (ii) below, and ii) hares for expense not 
entailing an outlay of cash, such as, but not limited to, depreciation, a: 
celerated amortization, depletion, and bad debt or ther valu: nm re 
serves. The computation of net profits in (i) above will give eff » the 
cost of production of concentrates in Contractor's facilities other than the 
new facilities.” 
Said Letter Order and the terms of the letter of December 26, 1951, issued by 
he Comptroller of General Services Administration shall be in full force and 
ffect as set forth therein, but not otherwise inconsistent with the terms and 


onditions of this Amendment. 
IN WITNESS WHEREOF, the parties hereto have caused this document to be duly 
xecuted on the day and year first above written 
UNITED STATES OF AMERICA 
(Acting by and throug 
Defense Materials Procurement Agency ) 
JESS LARSON, Administrator 
NATIONAL LEAD COMPANY, 
Bv H. C. Wrrpner. Vice President 
Attest: 
[CORPORATE SEAL] By J. B. Henricn, Secretary 


GENERAL SERVICES ADMINISTRATION 
Washington 25, D. C., October 4, 1951 
GS-OOP-—(17) 12095 


NATIONAL LEAD Co., 
Vew York 6, N. Y 
GENTLEMEN: 1. The United States of America (hereinafter referred to as the 
Government), acting through the General Services Administration, proposes to 
ter into a formal contract with you, providing for your production and dispos 


on to the Government of all cobalt. nickel. and copper to be derived from 
facilities which you will provide for the purpose of such production (hereinafter 
rred to as new production) You shall begin the new production as soon 


possible after completion of the aforesaid facilities and thereafter such produc 
tion shall be and continue at an average annual rate of 1,286,000 pounds of cobalt, 
1,852,200 pounds of nickel, and 1,417,500 pounds of copper 


2. The cobalt, nickel, and copper to be produced and disposed of hereunder 
all be derived from residual iron concentrates resulting from the productior 


of lead at vour reduction facility located at Fredericktown, Mo., or shall be 





e} 


derived from other sources Subject to the terms of paragraph 11 hereof, you 
will, upon your acceptance of this order, proceed ithout delay to aequire and 
install at your Fredericktown reduction facilities cobalt, nickel, and copper 


separation plant together with a pilot plant (as a control unit) and other related 
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facilities (hereinafter referred to as new facilities) necessary for the produ 
req lired hereunder, and you will make such contract and commitme! 

pplies and services as are necessary therefor. You shall use your best eff 
complete the new facilities within 14 months from the date of your accept 















of this order: but the new facilities must be completed within 18 montl 










initial production from the new facilities 
of your new production hereunder shall be sold to the Government for the d 


tion of this orde Ye will fy the Government 10 days prior to the fir 










f each calendar month of ft! vantities of cobalt, ickel, and copper 





ce red to the Government during the succeeding month. 





!. Commencing with the da nitial operation of the new fac t 











total quanti f cobalt, nickel and copper 
this para ih 

5. All cobalt, nickel, and copper purchased by the Government under 
provisions of paragraph 3 hereo d recovered under the provisions of pa 
graph 4 hereof shall conform to the following national stockpile specificat 
latest revisions as of the date of your acceptance of this order: (a) for col 
P-13; (b) for nickel, P-36; (¢) for copper, P—16; provided, however, that 
the Government shall require the packaging of cobalt in steel drums, or h 
wood barrels or ke . uch packaging shall be at the expense of the Governme 

6. All deliveries of cobalt, nickel and copper hereunder shall be f. 0. bh. car 
your new facilities, Fredericktown, M¢ You shall, without any charge to the 
Government, act as forwardi agent and make all shipments hers cle 
the account of the Government in accordance with instructions to be furnisl 


] the Government 





7. The price for the new production sold to the Government under the } 





























visions of paragraph 3 hereof shall be $1.815 per pound for cobalt, $0.474 ] 
pound for nickel, and §$0.214 for copper, to be delivered in ac lane vi 
the provisions of paragraph 6 hereof 

8. Pa ent for the cobalt, nickel and « purchased by the Governme 
hereunder sl be made upon presentation of your properly certified inv 
supported | 1. certified weight certificate, a certified analysis report, a si L 
copy of the bill of lading, and such other documents as may reasonably 
required. 

9% You will furnish to the Government from time to time such reports 
may reasonably require concerning (a) the progress and costs of the new f 
ities and any improvements thereto, and (b) the quantities of cobalt, nicke 
ind copper produced hereunder. The Government shall have the right to 
spect and audit your books and records relating to such reports 

10. The time for performance by you of your obligations hereunder shall be 
extended at your option by a period equivalent to any delays, interruptions o1 
essations caused by force majeure (herein defined as any cause beyond your 





reasonable control and not due to your fault or negligence, including without 








ion, act if God, strikes, fire. storm. sabotage. acts of war or pub 
enemy, and priority or allocation requirements or other acts of the Federa 
Government). You shall give prompt notice to the Government of the occ 
rence of any such cause 













11. It is understood and agreed that your commencement of performar 


hereunder is contingent upon your obtaining, pursuant 





to section 124A of the 









Internal Revenue Code, as amended, a satisfactory certificate of necessity cov 
ering the cost of that portion of the new facilities to be hereafter acquired or 
installed If, within 60 davs of the date of your acceptance of this order y 






are unable to obtain such certificate of necessity, either party may cancel this 
order upon written notice to the other party Such cancellation will be without 
cost or obligation to either party. 
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he prices of cobalt, nickel, and copper provid n paragraph 7 hereof ar 
vour estimated direct operating cost of mit concentrating, smelt 
d refining. including labor, materials and utility costs. The formal con 
shall contain a provision for increasing or decreasing said prices, based 
hanges in industry direct costs which occur after the date of your accept 
this order as determined by appropriate industry indices 
For the purpose of assisting ye in the sition and 
facilities and as may » prescribed 
n,. the Government will! 
*and upon your written re 
1 of SS million 
num from 
I | balance am 
anced to you under the 


rome in 20 equal i s payable 


imencems 
tl 


quarte! 
the several 
date of the first quarterly pay 
ept with respect to the repayme! 
theres he obligations of 
from the date w production 


reent of the rate of productior 


Cle 


ter than 6 years and 81 
i} 


iontl eptance 
») when you have produced 6,930,000 pound f cobalt, 9,261,000 p 


el and 7,OS87,5¢ ? pounds of copper | 


quantities of 
and copper beneficiated under 


ot paragraph 4 
obligations of the } i 
as has been produced at the 

ie 


if termination shall remain in effect until d iarged in accordance with 


ever occurs first, provided, however, 


respect to the disposition of such mat 


hereof. 


Notwithstanding any other provi his order, if, within 12 months 


separation plant portion of the 
facilities hereunder, (a) all or any part of the separation | 
the operating basis of the new facilities, 


the commencement date of operati 


process, whi 
ils because of technological 
ficiencies, or your production hereunder results in your operating at a loss, 
nd (6) you demonstrate to the satisfaction of Government that either 
ndition has occurred and the Government so de 
t to proceed under either of the following alten 
(1) to recommend to the Government an improvement in said separation 
ess, including the replacement or addition of equipment, or any part of the 
ocess. If the Government approves such recommendation it will advance to 
in addition to the sum advanced 


s, you Shall have the 


to you under paragraph 13 hereof, a 
subject to the provisions of paragraphs 13 and 14 hereof, the estimated installed 
st of the improvement. The amount of such additional advance with interest 

puted at 4 percent per annum from the date of d additional advance to the 
e date of payment of the first quarterly installment following said additional 
advance shall be divided by the remaining number of installments and the 
lotient added to the amount of ea nstallment In the event of any sue] 
provement there shall be deducted from the total amount of advances then 
e the Government hereunder a net credit which shall be the original installed 
cost of equipment or part of the process which is replaced, less (i) the 
accelerated amortization on such equipment or part of the process, at the rates 
forth in any certificate of necessity which you may obtain pursuant to sect 
124A of the Internal Revenue Code, as amended, and (ii) such other accrued 
depreciation as is estimated by you, and agreed to by the contracting officer, 
to be allowable under the Internal Revenue Code, as amended, on such equip 
ent or part of the process for which accelerated 
orized; such net credit shall be divided b 


acerued 


amortization was not au- 
e number of remaining instal 

ments and the quotient subtracted from the amount of each such installment 
as above adjusted. Any difference between the sum of (i) and (ii) above and 
payments made and/or accrued pursuant to paragraph 14 hereof relating to any 
equipment or part of the process which is replaced as hereinabove provided shall 
be promptly paid to the Government in cash. The 


Government may direct you 
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to sell for its account any replaced equipment or part of the process and the 
proceeds therefrom shall be promptly remitted to the Government ; 

(2)to terminate this order upon 10 days prior written notice by you t 
Government and upon (t) payment of all of your current obligations 
Government, and accruals thereof, under paragraph 14 hereof and (ii) 
delivery to the Government of all of the new facilities in full satisfaction « 
your remaining obligations hereunder. 

17. All contract provisions presently required by Federal law, Executive 
or applicable regulations, to be included in contracts of the type 
are hereby incorporated herein by reference. 

IS. Your acceptance of this order will be indicated by aflix 
to this letter and two 


herein set 


ng your sig 
copies thereof and mailing or delivering the exe 
original and one executed copy to the Administrator of General Services w 

10 days from the date of this letter. Such acceptance will constitute this order ; 
contract on the terms set forth herein. 


19 This contract is entered int pursuant to the Defense Production Act 
ended (Public 


Law 774, S8lst Cong.; Public Laws 69 and 96, &2 















UNITED STATES OF AMERICA 
By Irvine GuMBEI 
issistant Administrator for Defense Coordination, 
General Services Administratio 
Accepted: October 11, 1951: 
NATIONAL LEAD Co., 
By H. C. Witpner, Vice Presid 


Mr. Forp. The contract 


= ] 1? i,’ 
was entered into in the latter part of 19 


Phe company had not run a pilot plant on the process. They were 
ireed to go nto full ile commercial production without the ) 
plant work So the contract provided that we would advance the 


up to $7,500,000 to complete the commercial plant, and that 1 
would pre auce and sell this 925 tons of nickel a year, 400 tor 
per, and 696 tons of cobalt. 

Senator Martone. That is per year? 

Mr. Forp. That is per year. 

Senator Martone. Is this a rather extensive deposit ¢ 

Mr. Forp. Apparently it is, but whether they can continue indefin 
itely to produce those quantities, I do not know, because they have a 
big pile of residues down there that they are cone to start work of 
on initially. 

Senator Martone. Tailings? 

Mr. Forp. Yes, sir. 


Sens 


OT Cop 


tor Martone. What is the price that you are paying ? 

Mr. Forp. The price on the National Lead contract for the copper 
is 21.4 cent 

Senator Matonr. In a table that I have before me, nickel is listed 
54 cents. 

Mr. Forp. I think that is correct. I recall that all those prices are 
under the current market price. 

Senator Martone. Then the cobalt is $2.103 ? 

Mr. Forp. I think those are the correct figures. 

Senator Matonr. Does this have an escalator clause ? 

Mr. Forp. Yes, I believe it does. 

Senator Martone. Based on what? 

Mr. Forp. On the same thing that I described to you with refer- 
ence to the Campbell-Chibougmou contract. It is tied in to the Bu 
reau of Statistics 1] clex since itis a clomestic project. 

Senator Martone. And materials, also? 

Mr. Forp. Materials and labor. 





a 
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> itor MALONE. Just those two things ? 
\ir. Forp. There mary be another item in it. I think 1 


l C 1S Just those 
on the N ut onal Lead contract, However, the exhibit will Show 
Senator Martone. It is located at Frederickstown, Mo.;: the effe 

cite of the contract, October Lee LOOL: al dl it runs tor Ole Vears., 


that sound correct ¢ 


\ir. Forp. ‘There isa 5d year production pel od. hat sounds about 
ont. 

senator MALONE. A) a the qui ntity to be delivered 2 

\[r. orp. ‘The quantity to be delivered is 3.465 tons of cobalt— 


senatol M ALONE. Ann tally or total ? 

Mr. Forp. That is the total amount. 

Senator MaLone. Go ahead. 

\ir. Forp. 4.631 tons of nickel, and 3.544 tons of copper. 
Senator Matonr. What was the advance, if any, 1n money on this 
tract ¢ 

Mr. orp. $7,500,000. 

Senator MALoneg. Is that to be returned in metal ? 

Mr. Forp. No, sir, that is to be repaid with interest in cash. 


Senator MALone. Five percent ¢ 
\ir. lorpD. I: ive percent interest. Phey invoice us for the value ot 


: production, and then quarterly they make their repayment of the 
terest and principal. 
enator MaLoneg. It is ke pt entirely separate just the same as the 
Canada (¢ ompany ¢ 
\ir. Forp. That is correct. 
Senator Matonr. Now let’s vel back to the copper. What other 
copper companies are there in Canada 
Mr. Forp. I have given you the two Falconbridge contracts. 
Senator Martone. Before we leave that, 1 would like to have a copy 
the contract with the National Lead Co. as your exhibit No. 3. 
Mr. Forp. Yes, sir. 
We have some copper that will be delivered under a contract with 
e International Nickel Co., which is also an adjunct to the nickel 
it we bought. The total amount of that is 50,000 tons of copper, and 


~ 


eare paying a price of 27 cents for it. 

Senator Matonr. A guaranteed price? 

Mir. Forp. It is a direct purchase price of 27 cents. 

Senator Martone. That is the guaranteed price that you will pay tor 
copper ¢ 

Mr. Forp. Ye ~ltisa fixed price. 
Senator Matonr. Noescala 

Mr. Forp. There is an escalator in it. 
Senator MALtonr. What is it based upon ¢ 

Mr. Forp. The cost of labor and the cost of supplies. 

Senator Manone. Just the same as the contract you already ae 


( ribed / 


Mr. orp. The escalation was in the Chibougmou contract, here 
sno escalation in the Faleonh idge « ontract, 
Senator Martone. Youareright about that. Goahead. 


Mr. Forn. Then we have a small quantity of copper that we vet un- 
der a contract with Milnet mines. 
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Senator Matonr. How do you spell that ? 
\Ir Korp \i l | n-e-f Mines, Ltd. 


Senator Matonr. Is there a connection there with the Falconbi 
Nickel Mines, Ltd. ? 

Mr. Forp. Yes, sir, there is. The Milnet mines has no mill 
smelter, and their ore delivered to Falconbridge which smelts 
refine mnatoll bas 

Senator Matonr. Go ahead and describe the contract. How n 
money did you give them and what are you paying for the or 
under what conditions ? 


Mr. Forp. It calls for a total of 2.452 tons to be delivered o\ 
») 


~-year period. That contract 1s in produc tion and deliveries started 
January of this year, I believe. 
CS sae \f 
















( bronk. That isthe total tonnage to be delivered ¢ 
Mr. Forp. Yes: 2,452 tons. 

Senator Martone. Over what period ¢ 

Mr. Forp. Over a period of calendar 1953 and 1954. 
Senator Maronr. At what price 4 

Mr. Forp. The price is 30.59 cents per pound. 

Senator Martone. Does it | 







ave an escalator clause ? 









Mer. I I No. sir, t do not. 
\ total of S440,000 was advanced to the company on the sa 
basis as the 86 million Falconbridge advance which I deseribed p! 















Senator Manone. That isa bonus? 
Mr. Forp. Yes, sir. 
Senator Martone. Written off entirely. Then you 
cents per poul df wr the copper ¢ 

Mr. Forp. Yes, sir. I might add, Senator, that we also get 2,0 
tons of nickel under that same contract. 

Senator MaLone. ItisaY year contract ¢ 

Mr. Forp. A 2 vear contract. 

Senator Martone. At what price? 

Mr. Forp. I don’t have the price marked down here. It is n 
recollection that we are getting it at the market price. 

Senator MALoNge. 
contracts ¢ 

Mr. Forp. Yes, sir, that is right. 
Senator Mavone. At the price fixed by the nickel companies at what 
point! 


Mr. Forp. 


pay them 






Under the same conditions as the Faleonbride 










Port Colburn. 














PLATINUM AND PALLADIUM 







Senator Maronr. You are getting some platinum and palladium ¢ 
Mr. Forp. We are getting platinum and palladium. 

Senator Matone. Describe the price and how much. 

Mr. Forp. I do not have the price on those. As a matter of fact, 
those are estimated amounts because that metal, I understand, is very 
difficult to recover and its occurrence is rather spotty through tl 
ore body. They just put in the contract that we would get it a 
somewhere around the market price if they produced it. 

Senator Marone. What is the market price now ? 
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Mr. Wats. On platinum it is $92 an ounce, and palladium would 

somewhat less. I do not know exactly what it is. 

senator MALONE. Is there any assurance that you will vet it al the 

irket price, or what are the conditions ¢ 

Mr. Forp. Senator, it is my recollection that we get it at the market 

ice, but I would not like to make a positive statement without 

ferring to the contract. 

Senator Martone. Here is a description. I am trying to make a 
cord which other people can understand. Maybe they can under- 

ind it when I do not. Here is another list, Higher of Market, and 
Ninety-three Dollars an Ounce. What does “higher of market” mean ¢ 

Mr. Forp. That sounds to me like the price is paid at no less than 
393 an ounce. As I say, my recollection is foggy on that contract. 

Senator Matone. Is that what “higher of market” means to you, 
that it is a minimum of $93 regardless of where the market goes; and 
pif the market is up, above that amount ¢ 

Mr. Forp. Yes. That is what that language you read would mean 
O 11e. 

Senator Martone. It isa floor price, then? That is what it is? 

Mr. Foro. Yes. It puts a floor under the price. 

Senator Matonr. It would be much simpler to the ordinary citizens 
f you just said the floor price is $93 an ounce; and then you pay 
the market price, whatever it is. That is what it means. 

Mr. GumpBeL. We usually use floor price when there is no obligation 
to sell it to the Government, that is, they could sell it at the market 
f they wanted to do that. This is an actual purchase contract, you 


et 


Senator MatongE. You have a floor price to the Government, too, do 


you not ¢ 

Mr. Gumpez. This is actually the floor price. 

Senator Matone. It is the same. What does this mean to you! 

Mr. GuMBEL. Ninety-three dollars or the market, whichever is the 
higher. If the market is higher than $93 we pay them the market. 
[f the market is lower than $93 we pay them the $93. 

Senator MAtone. That is the customary phrase used in your organ- 

ation, “Higher of Market’? 

Mr. Gumpex. Higher of market or 93. 

Senator Matone. It does not say that. 

Mr. GumpBex. Well, it must be a misprint. 

Senator Martone. In other words, it is Greek to anybody who does 
not work for you. 

Palladium, it says: Higher of market, $24 or $21.50 an ounce.” 
What does that mean ? 

Mr. Forp. I am sorry, sir. 

Senator Martone. Does that mean a ceiling of $24? Who made this 
chart ? 

Mr. AptermMAN. This came from DMPA. 

Senator Martone. Do you work for the DMPA? 

Mr. Forp. Yes, sir. 

Senator Martone. Did you ever see this chart [handing to Mr. 
Ford]? 

It does not embarrass me to ask what something means. It might 
embarrass some people, but no one would ever know if the question 
were not asked. 
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What is your name ¢ 

Mr. Russeiti. I am Johnston Russell of the Office of the Controller, 
(reneral Services Administration. 

Senator Matonr. What difference does it make what the price was 
at that time if you are not going to buy it at that price ? It seems to 
be additional language of no concern to the contract, unless that is a 
ceiling or floor price. 

Mr. Forp. Senator, what this says here is that there is a floor price 
of $21.50 an ounce on palladium and that we pay the higher of the 
market price or 821.50 an ounce. Lf the market price is $25, we woul | 
pay pro. 

Senator Matonr. What is the $24 there for? 

Mr. Forp. Apparently it was inserted just for the information of 
whoever had occasion to use this chart. 

Senator Martone. I have occasion to use it, but I do not know what 

mean 

Mr. Forn. It apparently was inserted to show that the market price 
Ss oft June >), 1953, was $24. 

Senator Martone. Why do you not say so? 

Mr. Meptey. Senator, I think those charts were prepared in my 
oflice. 

Senator Martone. What does it mean? Is that the customary way 
of preparing a chart ? 

Mr. Meptey. No, sir; it is not, and I want to apologize if the chart 
has misled you. 

Senator Maronr. It does not mislead me; I just know nothing 
about ,. ( 

Mr. Mepury. I think in their zeal to render a report to the com 
mittee that would be helpful, they probably put on some information 
that was not necessary. 

Senator Martone. I think it is helpful if it would just say that $24.50 
un ounce is the price at the moment, at a certain date. 

Mr. Russeiu. That was the market at the time as of which that re- 
port was made and submitted for administration purposes. 

Senator Martone. When was it prepared ? 

Mr. Russextu. As of June 30, 1953. 

Senator Matone. Then at June 30, 1953—or 1952? 

Mr. Russexiyu. 1953. 

Senator Martone. June 30, 1953, the market for palladium was 
$24.50 an ounce; is that right? 

Mr. Russevi. That is according to that chart; yes, sir. 

Senator Martone. At least, we know what the man who made the 
chart thought, anyway. 


Now, go ahead with your contracts. Is there an escalator clause 


in this contract ? 

Mr. Forp. No, sir. 

Senator Matone. It does not need it if you have a floor and the: 
pay the market, whatever it may be above the price, and that is what 
this means. 

Mr. Forp. Yes, sir. 

Senator Matone. It means, then $93 an ounce for platinum, or the 
market, whatever it may be? 

Mr. Forp. If it is higher. 


+ emer 








FAL CONGBRIOGE MINES IN PRODUCTION 
FALCON BRIOGE MINES UNDER DEVELOPMENT 


FALCONBRIOGE UNDEVELOPED ORE OEPOSITS 


59°0@ 


MINES OF OTHER COMPANIES 


PRINCIPAL COMMUNITIES 


| 
t 


STRATHCONA WEST © 
4 


\ 
oe 
FECUNIS LAKE 


LEVACK.. A 
5 
TOWN OF | | 7 
J 










/ / 
L ; 
[ 
/ 
7 f 
4 } 
/ 4 
/ ; ‘ 
S/H» oT Pr 
\/ . 
; / nF / Pig dt 7 ¢ 
/ } a / 
lA, / / j / 
, 4 / -t/ / / 
/ AU / 1/7) Fay 
V ye / J j jf 
Lf | 








( NICKEL 
\ Ay 
‘ . 


i 


y 


} 


\ 


Orrse 





S 


|}CREIGH TON 






, 
Ts f } 
att «| 
oe 
bw 
4 
} 
\ 
AP RE 
BLE ZARO 
sTésig 
7 
wa 
}@ c 
<e » 
/ 
/ city 


copper ! J 
curr | tj 



































PRODUCING 


— = 


S> 


OR 
FALCONBRIDGE UNDEVELOPED 
PRINCIPAL ROADS RA 





j 
{ 
‘ 
x j 
* 
5 
CAST & 
- ™~ 
Ny AB 
~_* 5 
: t - 
“4 _4 
* 
2 
me, 
—. 





“A 
‘ r 
2 
* 
J 
* 
x 
\ 
— 
a 
} 
= 1 ge, a 
- e ee \ o 
iS: EE ie 
- + . NORTH Gay 
~ | MILES 
] } 
« @ 
Q Pf 
uf uf TORONTO 
j 
i ff 255 wives) 
™ 


THE SUDBURY NICKEL DISTRICT 


AOW ING 
DEVELOPING MINES 
ORE DE 


ROADS 


AND KAKA NJ 














STOCKPILING STRATEGIC AND CRITICAL MATERIALS IN] 


Senator Martone. The $93 is a floor price ? 

Mr. Forp. Yes, sir 

Senator Matone. Copper, 2714 cents a pound. What happens to 
it price? Is that a fixed price or is there an escalator clause in 
t price! 

Mr orb. That Isa fixed price. 

Senator Matone. No change under any conditions ? 

Mr. Foro. That is correct. 


NICKEI 


Senator Martone. Nickel, 56.66 cents per pound, plus whatever the 

irket may be? 

Mr. orp. Yes, sir. 

Senator Manone. In other words, the 56.66 cents per pound isa 
floor, and you pay the market price if it is above 56.66 cents? 

Mr. Forp. Senator, I would like te look at the contract before I 

ade astatement onthat. It will be shown in the exhibit. 

(The information referred to follows :) 


OFFICERS AND DIRECTORS OF FALCONBRIDGE NICKEL MINEs, LTp., 44 KING STREET, 
West, TorRoNTO, ONTARIO, CANADA—DMP-31 


Thayer Lindsley, president 
H. J. Fraser, vice president and general manager 
k. Campbell, secretary 
J. C, Rix, treasurer 
A. W. Crome, assistant treasurer 
J. M. Cunningham-Dunlop, director 
H. J. Fraser, director 
Thayer Lindsley, director 
W. B. Maxwell, director 
W.S. Morlock, director 
Attached is annual report of Falconbridge for the year ended December 31, 
1952. 
447TH ANNUAL REPORT FOR THE YEAR EBNDED DECEMBER 31, 1952, OI 
FALCONBRIDGE NICKEL MINES LIMITED 


HIGHLIGHTS OF THE YEAR 


Net profit in 1952 amounted to 69 cents per share on the number of shares 

itstanding at the end of 1952 or 74 cents per share on the number outstanding 

the end of 1951. The latter figure compares with a net profit of 88 cents in 
1 and 79 cents in 1950 

Gross revenues reached a new high for the third consecutive year 

Costs increased very substantially to a new high. 

Production of ore, matte and refined metals established new records Ore 

limited quantities produced from other district mines was accepted for tre 
nent in the latter part of the vear. 

Ore reserves showed an increase in tonnages of over 72 percent, and in com 

ned gross metal content of over 61 percent. 

The change in process at the refinery was successfully accomplished followed 

record production Refined cobalt was being produced in moderate but in 
creasing quantities in the latter half of the year. 

Expenditures on mine development and plant construction reached a new 
peak, 

rhe financial demands of the expansion programs were met by an issue of 
capital stock to existing shareholders and advances from an 


agency of the 


United States Government in conjunction with a sales and production com 
mitment contract 
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EXPENDITURES ON PLANT 


$1,084,001 
$1,092,518 
$1,372,853 
$3,407,331 


$4,507,367 
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REPORT OF THE DIRECTORS TO 1k SHAREHOLDERS 


The 24th annual report of the company, together with the auditors’ report on 
e financial statements for the year ended December 31, 1952, is respectfully 
bmitted herewith 


Che net profits of the company for 1952 amounted to $2,535,240 or 69 cents 


er share outstanding at the year-end, which compares with $3,010,975 and 





S cents per share for 1951. The dividend rate of 50 cents per share established 
1951 was maintained in 1952. The decline in net profits resulted primarily 
rom higher « perating costs which were not offset by a cor respol! ding increase in 
ce for nickel, the adverse effect on income of the exchange value of the United 


States dollar, and the substantially higher provisions for amortizing capital and 
eve lopment expenditures 
Metal sales and other operating revenues at $24,839,873 were at a reeord leve 
for the third consecutive year, being well over twice the dollar amounts of either 
1948 or 1949. Quantities of metals delivered in all forms were about 15 percent 
er than in the preceding year 
The basie nickel price established in June, 1951, prevailed throughout the 
emainder of 1951 and the whole of 1952 although within this period there were 
pward revisions in wage rates in our Canadian operations and 2 
\ egian operations. Copper prices declined during 1952 
The continuing increase in the cost of equipment and supplies coupled witl 
ntinuing demands for higher wages, more fringe benefits and shorter working 
irs are matters for increasing concern while nickel remains at an unrealist 
vy low price 
Reference was made in our report last year to the detrimental effect on the 


? nT 








ympany’s revenue resulting from an appreciation of the exchange value of 
the Canadian dollar while prices for the company’s products are established in 
erms of United States dollars. This condition became more unfavorable in 
952. For the year as a whole, sales proceeds in United States currency ¢o1 
erted into Canadian currency at a rate of about 4.5 percent less.than in 1951 
The amount of development and preproduction expenditures written off and 
e allowance for depreciation were each higher than in the preceding year 
about 50 percent or a total of $1,180,000. The rate at which development and 
luction expenditures were written off was increased from $1 per ton of 
re treated in 1951 to $1.50 per ton in 1952. The decision to increase the rate 
s based on the current rate of such expenditures and on forecasts of future 
development work which indicated that these expenditures would be heavy for 





few years Depreciation was calculated on the same basis as in the previous 
ir but the values to which the rates applied were materially highet rhe use 
f year-end values involved depreciating equipmer vhose benefit has not bee 


ealized throughout the entire year. 

Provision for taxes on income was lower than in 1951. This was due to re 
duced profits, to the effect of valuing inventory on a LIFO basis, to a larger per 
centage of profit attributable to the tax-free McKim operations, and to slight 
reduced tax rates which followed arrangements between the Federal and Pro 
vincial Governments. Tax rates on mines imposed by the Province of Ontario 
continue at the highest of any Province in Canada. Taxes in future years wil 
e higher than otherwise would be the case as a result of the recent decision by 
he Ontario Government not to continue to extend a tax benefit to ne 


which are not presently in production 
MARKETING 


During 1952 there was a continued heavy de nd for all products of the con 
pany and gross income from sales exceeded that of any previous year despite 
the fact that no sales of matte were made 

Deliveries of both nickel and copper ‘exceeded production, resulting in majo 
decreases in year-end inventories of refined metals. Both in volume and valu 
ompany records were set in connection with deliveries of nickel, copper and 
precious metals. 

In the United States, which absorbs more than 60 percent of the free wor 


nickel supply, nickel, as well as copper and other materials, continued to hx 
subjected to governmental price and other controls, which had a restraini 
effect on prices throughout the year Although many currency restricti 
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continued in effect in many of the countries where your company’s products 
are sold, they did not affect company sales significantly in this period durin 
which demand exceeded available supplies. The International Materials Con 
ference continued to allocate nickel, copper and cobalt supplies among the 
various countries of the free world. Since the close of 1952, both copper and 
cobalt have been freed from such allocation, and it is possible that nickel 
may be freed from such allocation later in 1953. 

In midyear the company’s first production of cobalt metal became availabl 
for sale, and had a very good reception by the trade. As production grows thi 
metal promises to provide an additional substantial source of income. 

During the year the company executed a contract with the Government of 
the United States requiring the delivery over the 9-year period ending December 
31, 1961, of 50 million pounds of nickel together with a portion of the company’s 
cobalt production. An option for the delivery of up to 25 million pounds ad 
ditional nickel affords a certain measure of protection against any serious 
drop in commercial demand during the period involved. 

At year-end, demand for all the company’s products continued strong, although 
there was some easing in the demand for copper and for some of the precious 
metals. No difficulty is anticipated in marketing all materials produced by the 
company during 1953. 


al 


OPERATIONS 


Production records were again established by the mines, smelter and refinery 
These were established during a year when both underground development and 
plant construction programs were being intensely carried on Mining and treat 
ment plants in Canada operated continuously throughout the year except for 
interruptions caused by bringing new units into operation. The process change 
over at the refinery in March was effected with a minimum of disturbances to 
production. Operating difficulties with the new refining process have proved 
less than might have been expected and are being gradually eliminated or 
reduced. 

Ore treated from company mines amounted to 1,118,854 tons, an increase over 
191 of more than 8 percent. In addition, 10,635 tons of ore produced from the 
East Rim and Milnet Nickel mines were taken into the company’s treatment 
plants in the latter months of the vear. Metals in matte produced by the smelter 
exceeded the production of the previous year by over 5 percent, and refinery 
production exceeded that of 1951 by over 9 percent 

Labor generally was available in both Canada and Norway, although, as usual, 
the supply at the refinery was inadequate during the summer months. Suitable 
skilled labor was scarce and a shortage during the first part of the year of 
experienced engineers caused some difficulties in carrying out the expansion 
program 

Delays were experienced in the delivery of some of the more important equip- 
ment additions to plant, but otherwise the difficulties of procuring materials have 
eased 

Hydroelectric power was made available at the Hardy mine a few days before 
end of the year, replacing the company’s diesel electric plant which had supplied 
power for development operations up to that time. On oecasions more power than 
was available could have been used at the refinery. Additional blocks of power 
now under contract will become available to the refinery in due course, 

Increasing concern over the supply of adequate quantities of mine timber 
led to a decision to acquire the outstanding shares of the M. J. Poupore Lumber 
Co., Ltd. For many years this operation has supplied the company with the 
bulk of its mine timber requirements, The timber limits are located in the 
near vicinity of our Falconbridge mine. Operations are planned to provide 
a uniform quantity of mining timber in perpetuity, although not necessarily 
the whole of our future timber requirements. 

Adequate housing facilities for employees is a continuing problem. In order 
to encourage established employees to build their own homes on Falconbridge 
townsite, a wholly owned subsidiary, Falconbridge Realty Ltd., was incorpo- 
rated to financially assist properly qualified employees. The realty company’s 
accounts have been consolidated in the financial statements. 

A separate report and accompanying financial statements are presented giv- 
ing the year’s results for Fahralloy Canada Ltd. The accounts of this wholly- 
owned subsidiary are not consolidated with those of Falconbridge. 

As a result of the production contract signed with the United States Govern 
ment early in 1952, the entire operation was called upon for maximum produc 
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eff not on during 1952 but also for several years 1 the futur Ir 
lition, underground development, construction, and installation of new faci 
es have been scheduled for compietion at the earliest pr ssible date The ré 
I pressure on the entire organization plus inevitable nterterence ln 
eel nstruction and production had a temporal adverse effect on cost 
reat cred is due to the entire organization for their accomplishments under 
‘ ditions of 1952 
/ mi 
Ore production by the main Falconbridge mine of 888,082 tons in 1952 con 
ed th 930.164 in the previous year The underground reserve of broken ore 
al | S471 ton Durin the vear 15 stopes were mined out and 15 new 
pes were developed or under preparatior 
An exploratory drive west from the No. 1 shaft on the 2625 level was ex 
ended 1.214 feet without encountering any ore As conditions permit this drift 
he con ued westward to explore the long stretch of contact held by the 
lp 
Che more important ore development work in the Falconbridge mine included 
drives alone the main ore zone for lengths of 924 feet on the 2975 level, 1,845 





foot on the 3325 level, 2.362 feet on the 3850 level, and 891 feet on the 4025 level 
Average ore conditions were shown by these drives 
After completing the pilot raises in No. 5 shatt, slashing to full size and pour 
of concrete rings commenced Work was completed by the year end to a 
nt 107 feet below the 3675 level The ventilation raise was extended to 3 
ore levels, the No. 5 fill-pass system 2 more levels, and the main ore pass to 
t more levels 
ty the vear end the revision in hoisting facilities of the main No. 5 shaft had 
been completed The new 14-foot cage and skip hoists were operating to the 
S00 level in conjunction with the enlarged and revised headfram« Addi 
tional compressor capacity was also in operation 
1952 was a difficult production year. Scheduling of surface and underground 
vork at the mine was made difficult by construction work involved in installa 
on of the new hoists, rebuilding of the headframe and the movement of 
iaterials underground resulting from the work involved in deepening No. f 
shaft The inefficiencies of the 40-hour week were first experienced for a full 
ear of operations. High labor turnover during the first part of the vear 
coupled with the necessity of employing unskilled men, had an adverse effect 
mn production Another major factor affecting production, costs and effici« ney 
the heavier ground conditions being encountered with depth and the consequent 
necessity of an ever increasing proportion of square set stoping 


Falconbridge mine statistics 


1982 Ve 
Ore hoisted tor RRR (RD 920. 164 
Drifting feet 10. 330 4 60 
Raising ( 4,931 4, 430 
Shaft raising do 293 519 
Shaft sinking.... lo QAF 
Station cutting__.. cubic feet. | 36, O18 20, 25 
Diamond drilling feet 24, 914 22, 587 
Shaft slashing do 64 


Hast Falconbridge mine 

Excellent progress was achieved throughout the year in this area. The shaft 
commenced on this property in 1951 was sunk a further 2,001 feet to a depth of 
2,251 feet below the collar and stations were cut. 

The 802 drift was extended 1,565 feet to the eastern boundary of the property 
and disclosed ore of slightly better grade and in substantially greater amounts 
than had been indicated by previous surface drilling. A crosscut was driven 
on the 2800 level near the eastern boundary and used as a station for deep 
drilling. One hole was completed by the year end which intersected better than 
average grade ore at the 3150 level. Additional dilling was planned from this 
location, 
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Hast Falconbridge mine statistics, 1952 





Drifting aa feet 2 6 
Raising . do 2 
Shaft sinking do 2. 00 
Station cutting__- iach cubie feet 83, 4 
Diamond drilling feet », S2 
WcKim mine 

Ore production at the McKim mine in 1952 was 45 percent greater thar 
1951, and was of major importance as a contribution to the year’s product 
record. 

An easterly drive on the 650 level disclosed and opened a new ore shoot « 
average mine grade. On the 1175 level drifting was completed to the weste: 
boundary and to the present easterly ore limit A northerly crosscut, 1,1] 
feet in length, was driven on the 1350 level to provide diamond-drill stations fi 
testing the ore zone at depth. This drilling did not show any depth extensi 


of the orebody within the area tested. 
The ventilation escapement raise was completed by extension from 
level to the 1350 level. 


the 117 


Provision was made for crushing ore underground by excavation of a stati 


helow the 1175 level and installation of the necessary equipment. 


WeKim mine statistics 


re d ert 124, 774 
[rift feet 2, 3 
R I .do | 41 
Station cutting : eut feet 33, 918 | 
Diamond drillir feet 12, 884 


Hardy mine 


oF 


The shaft was completed in May to its planned depth of 1,427 feet 
stations cut \ permanent steel headframe was then erected and a 


hoist, released from the Falconbridge operation, was installed as par 


permanent plant 


with al 
n S-f00 


t of the 


Development work was commenced on all levels from the 250 to 1,000 leve 
Practically all of this work was in waste, and consisted of crosscutting towa1 


the ore body, driving haulage drifts in the hanging wall, and establishing 


battery 


charging stations \ main pumping station is being located on the 1,000 leve 


ind exeavation for a crusher staticn at the 1,060 level was under wa 
vear end 
Other work at Hardy consisted of completing the surface plant, 


y at the 


townsite 


buildings and mine facilities, as well as construction of a 2-mile railway spur 


from the main line of the Canadian Pacific Railway to the property. 
major construction remaining is a conveyor way to transport ore from t 
frame to the loading bin at the railway spur. Part of the undergro 
surface equipment required for the regular development and mining oy 
vas on the property at year end 


Hardu mine statistics 


VY fee 1,02 et 
{ 114,156 cut et Ss ut 
Cros itting 4,042 fe 137 fee 
Ra g 441 feet 
D irilling 1,345 f 


Villing and smelting 


The expansion program started in 1951 in the mill was virtually ce 


r 


The only 
he head 
und and 
eration 


ympleted 


during 1952 \ new rod mill placed in operation during the year substantially 


increased the capacity of the crushing and grinding circuits. With the 


installa 
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iarger flotation units and accessory equipment the concentra = me 
pable of handling 2,500 to 2,600 tons of mill ore per day 
\ fourth converter was installed in the smelter and was in operation by July 
indations have been prepared for a third bla furnace and settler, deliver) 


3 «60New matte casting and barrelin ‘ 





which is expected early in 19 
being built as part of the smelter expansion program 
Che Faleonbridge treatment plants processed 1,129,489 tons of which 695,524 


s, or 61.6 percent, were milled and the balance smelted direct TI smelte 
cessed 576,718 tons of ores, concentrates and refinery revert he ts 
few mipor exceptions, were in continuous operation throughout the yea 

d operated at maximum capacity of the installed equipment Howevel! 

iment plants will not reach the capacity required by present prod 
dules until the third furnace and accompanying facilities are in operatior 
ining 

Operating conditions at the refinery were complicated by the changeove ) 

» chloride process in March and also during the summer months by the li 

or shortage rhe changeover was attended by increased metal losses and 

rrosion problems By the end of the year these difficulties were being pro 
ressively overcome. 

Recovery of electrolytic cobalt of high purit was achieved following 
hangeover Production gradually increased, and by vear end had reached about 
( percent of the expected normal rate 

Ly the end of the year all phases of the modernization and expansion progral 

increase annual capacity to 380 million pounds of nickel were virtu y con 

ted In the last quarter of the year production substantially exceeded the 


0-million-pound rate 
Che further expansion program designed to increase capacity to 35 million 
nds nickel annually was well underway by the close of the year 


Vew construction 


Reference has been made throughout this report to the more important items 

f construction carried out during the year. Total expenditures for capital 

count, excluding development and preproduction, amounted to $4,507,367, of 

which $3,627,999 was spent in Canada and $879,368 in Norway. Some of the 

rger, general items not referred to elsewhere in the report include the following 

n Canada—purchase of a 60-ton diesel locomotive and slag dump cars, exten 

sion to the central warehouse, installation of an ore sampling plant, extension 

» the ore receiving station, and erection of a new cafeteria to serve the em 

yees; and in Norway—an extension of the change house for employees, a 

v precious metals laboratory, and additional storage facilities for finished 
etals 


ORE POSITION 


As a result of the year’s intensive and successful exploration efforts, the 
Company’s total ore reserves showed a marked increase. Little change is 

own in developed ore at the Falconbridge and McKim mines, although over 

100,000 tons of ore were withdrawn from these mines for treatment during the 
ear Development was not sufficiently advanced by year end at the Hardy and 
Falconbridge East mines to permit any ore being included in the developed 
category. 

Indicated ore in the Sudbury district, however, showed an increase of 
13,881,500 tons resulting from additional ore disclosed by drilling at the Fecunis 
Lake, East Falconbridge and Strathcona West properties. At the current rate 
of ore consumption the addition to indicated reserves in 1952 amounted to more 
than 12 years’ requirements. The grade of the developed ore remains un 
changed, but the average grade of the indicated ore is somewhat lower, resulting 
from the inclusion of lower grade ores at Strathcona West and Fecennis Lake 
At Fecunis Lake the large tonnage of high-grade ore is accompanied by a sub 
stantial amount of low grade. The grade of the indicated ore has been treated 
onservatively until underground information is in hand 











LSS STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Percent 


ckel Copper 
Developed I l 1. Ot 
Indicated o t SY I 
otal 87.0) 
l il 5 


EXPLORATION AND RESEARCH 


In the Sudbury district a total of more than 50,000 feet of diamond drillit 
vas completed Che drilling program was concentrated in the Fecunis Lake 
Strathcona section of the Levack area with the purpose of outlining ore zone 
indicated by previous exploration. In addition, further work was done on the lo 
yrade Blezard ore zone and elsewhere in the district 

An active exploration program was continued in the concession area 
in Newfoundland throughout the year. A number of interesting discoveries 
were made which will require further work to determine their worth. Drilling 
on optioned properties in Newfoundland gave further information on geological 
conditions, but was not very productive in finding ore. 

Che drilling program on the properties of Maskwa Nickel Chrome Mines, Ltd 
in southeastern Manitoba, to which reference was made in last year’s report, 
could not be carried to completion due to lack of water and fire hazard in the 
district Drilling done in the chrome horizon gave low chrome values, Drilling 
done in the nickel-copper zones was encouraging and indicated the need for 
further drilling when conditions permit. 

During the year some of the company ground in the northeast section of the 
Sudbury district, north of the norite contact, was consolidated with the holdings 
of others in Northbridge Mines, Ltd., in which company Falconbridge obtained the 
controlling interest. Subsequent exploration on this ground showed interesting 
mineralization. Further exploration is required. 

\ number of other prospects were examined during the year, several of which 
require further investigation. 

Research staff and facilities have been expanded with increased emphasis or 
metallurgical problems and possible new processes, with a view to greater and 
more economical recovery of the constituents of the ore. Further investigations 
on the precious metal content of the ores and products are likewise underway 


FINANCING 


With the exception of a mortgage loan in Norway of NKr 5,500,000 ($918,555) 
the heavy capital and development expenditures made to the end of 1951 were 
met from retained earnings of the company. This resulted in depletion of 
liquid resources. As predicted in our 1951 report, additional financing was 
required to carry the expansion programs through 1952. Moneys were obtained 
from two sources outside the company. 

The contract with an agency of the United States Government, to which ref 
erence has been made elsewhere in this report, provided for gross advances 
to the company of $6 million for the purpose of assisting it in meeting ex 
panded production commitments as these are carried out. Net borrowing under 
the contract, after interest charges and credits earned by the company to De 
cember 31, 1952, amounted to the equivalent of Can$1,981,790. Further ad 
vances will be received by the company in 1953. 

In August, the company offered for sale to its shareholders 341,025 of its 
shareholders 341,025 of its unissued shares at $14 per share, on a pro rata basis 
of 1 share for each 10 shares held. All shares offered were subscribed for wit] 
the exception of 75,000 which formed part of the block which Ventures, Ltd 
was entitled to purchase. By agreement with the company, Ventures has agreed 
to purchase these shares at the issue price of $14 per share for payment on or 
before October 1, 1953. 

Credit arrangements have been discussed with the Export-Import Bank of 
Washington in anticipation of the company requiring additional funds for 
expansion of production facilities to a level of 35 million pounds of nickel an 
nually. The Bank has announced its approval of a $5 million line of credit in 
favor of the company but, owing to other discussions in Washington, no formal 
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loan agreement had been completed and no loans had been made to the com. 


pany by the end of the year 


An analysis of the change in net working capital for the year givel < 


Working capital was increased by 


Earnings retained within the busine profi ‘ dividends S763. 611 
Net advances from an agency of the 1 ted States Government 1,081, 700 
Capital stock sued , dat, SOO 


Working capital was decreased by 
Capital, development, and preproduction expenditures less $5, 
350,680 charged to operations in the year for depreciation and 
development expenditures written off 


Long-term liabilities paid off—installments on Norwegian loan 91, 85 
Sundry noncurrent expenditures 
Increase in supplies and prepaid expenses $565, GOR 
Investment in and advances to subsidiaries not 
consolidated 5&3, OOO 
Miscellaneou 3b04, 154 
1, 542, 937 
Total 5, O15, 633 
Net increase in working capital 1, 454, 118 


EMPLOYEES 


Che number of employees in the Faleonbridge organization continues to grow 
At vear-end a total of 2,412 persons were employed in Canada and 1,088 persons 
at Kristiansand S., Norway, making a total of 3,500, of whom 3,140 were engaged 
in nickel-copper production, the remainder in the operations of wholly .owned 
subsidiaries. This rapid growth in employment has created many problems re 
lating to employee welfare. Housing continues to be critically short at Falcon 
bridge, Sudbury, and Kristiansand. The company’s increasing activity in the 
Levack area, Where there are no established public communities in the immediate 
vicinity, creates an additional problem. Completion of a new modern school and 
a new Legion building at Falconbridge, together with the new cafeteria installed 
by the company, have materially improved local conditions there 

excellent relations existed between the company and its employees throughout 
the year. In Canada wage increases were put into effect at the first of the year 
and again in September, while in Norway an increase became effective on re 
newal of the collective-bargaining agreement All permanent employees are 
covered by a pension plan Falconbridge employees and their dependents in 
Canada are covered by medical and hospitalization plans which were revised and 
broadened in 1952 

The Directors are again happy to express their sincere appreciation to all 
employees of this company, and to the officers and employees of the subsidiary 
companies, for their cooperation and successful efforts during the year which 
resulted in the great accomplishments herein recorded 

On behalf of the Board of Directors, 

T. LINDSLEY, 
President 
H. J. FRASER, 
Vice President and General Manager 
MARCH 27, 1953 
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THE PRICE TREND 
1939 100 


a, eee ee 449% ABOVE 1939 A] 





HOURLY WAGE RATES COMPARED 
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On behalf of the board 
H. J. Fraser, D 
H. J. Moriocr, Directo 


The notes to financial statements are an integral part of the above consolidate 
balance sheet and should be read in conjunction therewith 
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AUDITORS’ REPORT 


lothe Shareholders of Falconbridge Nickel Mines, Ltd.: 


We have examined the consolidated balance sheet of Falconbridge Nickel 
Mines, Ltd., and its consolidated subsidiaries as at December 31, 1952, and the 
statements of consolidated profit and loss and earned surplus for the year the! 
ended. Except that it was not practicable to confirm the amount payable to 
the United States Government as to which we satisfied ourselves as to its 
substantial accuracy by other means, our examination was made in accordance 
with generally accepted auditing standards and accordingly included such tests 
of accounting records and such other auditing procedures as we considered neces 
sary in the circumstances. All our requirements as auditors have been complied 
with. 

In our opinion, the accompanying consolidated balance sheet and statements of 
consolidated profit and loss and earned surplus are properly drawn up so as t 
exhibit a true and correct view of the state of the affairs of the companies consol! 
dated therein at December 31, 1952, and the results of their operations for the 
year then ended in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year (except for the 
change explained in note 4 to the financial statements, in which change wi 
concur) according to the best of our information, the explanations given to us 
and as shown by the books of the companies. 

CLARKSON, GorDON & GC 
Chartered Accountants 
Toronto, CANADA, March 26, 1953 


Statement of consolidated profit and loss for the year ended Dec. 31, 1952 (with 
comparative figures for the year ended Dec. 31, 1951) 





1942 1951 
Metal sales and other operating revenues $24, 839, 873. 07 $20, 782, SOS, 24 
Cost of sales and operating expenses other than the undermentioned 
items 16. O80. 160. 09 11. 903. 700. ¢ 
Selling, general and administrative expenses 1, 018, 576, 31 840, 37¢ 
Total 17, 098, 736. 40 12, 744, ( 
Operating profit before providing for development and preproduction 
expenditures, depreciation and income tax« 7, 741, 136. 67 8, 038, 73 
De velopment ind preproduction expenditures written off (note 4 1, 678, 281, GO 1, 083. 670. 00 
Allowance for depreciation 1, 672, 399. 78 1, O87, 032. 1¢ 
Total oe 3, 350, 680. 78 2, 170, 702. 16 
Operating profit before income taxes 4, 390, 455. 89 5, 868, 028. 95 
Other income 
Dividend from Fahralloy Canada, Ltd., a wholly owned subsidiary, 
not consolidated (note 2 35, 050. 00 35, O50. OF 
Income from investments 33, 005. 08 52, 189. 32 
Miscellaneous income 562. 70 8, 714. 82 
Total 4, 459, 073. 67 963, 983. 09 
Other deductions from income 
Interest on long-term liabilities 85, 196. 98 
Outside exploration and development expenditures 467, 674. 47 474, 052. 00 
Net loss on foreign exchange 9, 043. 23 26, 524. 84 
Net loss on sale of securities 7, 918. 37 52, 430. 63 
Total 569, 833. 05 553, 007. 47 
Profit before income taxes 3, 889, 240. 62 5, 410, 975. 62 
Income taxes (estimated) 1, 354, 000. 00 2. 400, 000. 00 


Profit for the year transferred to consolidated earned surplu » 535, 240. 62 3, 010, 975. 62 
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Statement of consolidated earned surplus 


195 } 
© at beginning of year...... 1, 969 $8, 663. 921. ( 
t the vear 629) ; ) 62 
lotal } O5, ( 9 11, 674, 896. 67 
i | | 620 1, 705, 123. 50 
} a am 
Balance at end of year. } 1 384. 04 9, 969 3.1 
| 
NOTE he notes to financial statement tegral part Sta ent { < dated 





profit and loss and earned surplus and should be read in conjunction the 
Statement of Assets and Liabilities in Norway 


INCLUDED IN THE CONSOLIDATED BALANCE SHEET AT DEC. 31, 1952 
ASSETS 
Current: 
Cash on hand and in banks $51, 781. 42 
Accounts receivable an 141, 670. 14 
Inventories of metals: 
Refined metals _..._._-_- 
Matte and metals in proc 


Giinds-titenne eileen . 2, 206, 605. 99 


$720, 082.84 


- 2, 926, 688. 83 
- - $3, 120, 140. 39 
Fixed: Plant and equipment at cost less accumulated allowance 
for depreciation nba 2 ee 3, 025, 209. 61 
Other : 


Supplies_-_- eee - — $724, 096. 39 
Prepaid expenses and deferred charges 79, 987. 36 
804, OS3. 75 
6, 949, 433.75 
LIABILITIES 
Current ‘ 309, 987. 29 
Long term ; 734, 842. 32 


1, 044, 779. 61 


Net assets in Norway included in the con 
solidated balance sheet at Dec. 31, 1952_- 5, 904, 654.14 


NOTES TO FINANCIAL STATEMENTS 


1. Assets and liabilities and revenues and expenses in currencies other than 
Canadian dollars are converted into Canadian funds of the following bases: 
All assets other than fixed assets and all liabilities other than long-term 
liabilities at the current quoted rates of exchange at December 31, 1952 
Fixed assets and the relative reserves for depreciation at the rates of 
exchange prevailing when the expenditures on the fixed assets were made 
Long-term liabilities at the rates of exchange prevailing when the debts 
were incurred. 
Revenues and expenses at approximately the average monthly 
rates of exchange. 
2. The accompanying consolidated balance sheet and statements of consoli 
dated profit and loss and earned surplus represent the consolidation of the 
accounts of Faleonbridge Nickel Mines, Ltd., and 2 of its wholly owned sub 


quoted 


sidiaries, Falconbridge Nikkelverk Aktieselskap and Falconbridge Realty, Ltd., 
the accounts of 1 wholly owned subsidiary, and 1 majority owned whose opera 
tions are not integrated with those of the company, have not been consolidated 
nor have the accounts of 1 wholly owned subsidiary acquired in October 1952 

The company’s equity in the net assets of the unconsolidated subsidiaries 
is $473,811.84 in excess of the company’s investment in such subsidiaries. The 
company’s equity of $109,737.96 in the net income of the unconsolidated sub 














194 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


sidiaries for the year is included in the statement of consolidated profit and l 
only to the extent of the dividends of $35,050 received No subsidiary sustains 
a loss during the year. 

3. There are commitments outstanding under contracts for construction 
progress and for additional equipment amounting to approximately $955,000 

$. In 1952 the company wrote off development and preproduction expenditure 
at the rate of $1.50 per ton of ore processed instead of $1 per ton as was do 
in the previous year. If these expenditures had been written off in 1952 
the same basis as in the previous year the net profit for the year would ha 
been increased $559. $27. 

5. The contract under which advances are received from the United State 
Government provides for liquidation of such advances in whole or in part fro 
the credits that will be earned if certain production requirements are met. 

6. During the year 266,025 shares were issued for cash at $14 per share \ 
December 31, 1952, there was a commitment outstanding to sell an addition 
75,000 shares at $14 per share on or before October 1, 1953 

7. Subsequent to December 31, 1952, the company entered into an 
to issue 5,000 shares and to expend $500,000 during the next 5 years on the 





exploration and development of outside properties 


Comparative summary 











I treated Net profit 
{ ifter t 
‘ 1 1 bef ar.i 
‘ ther o} t-|d 
i 1B brid: : Fie nu nd depr 
ciatior 
4 4, 867, 822 $f W2, 326 $23, 040, 493 $14, 216 ) 
M3 “ OAR % DAD ) O16. OF i 
4 830, 254 & 849, 88 " ) ) 
M 6, S68 1, 548 l ‘ f 
love ist lf a } 4%. O30 f 
l 8, OlF 1 1, 110, 8 x 
sis SZ 4) As, ( vif s 
4 441, 929 178, 73 979, 99. | 
19%) J28, HN g \f 4 503. 1 
195] 1, O83, € ), 78 S 181, 678 
) 18 1 24, 839, 873 RR { 
Tota $4, 705 10, 6 is 0 ) 9 
| 
ividen ‘ : ( 
et ¢ 1 
Yea | j expe : i 
| Per sh A mou! vure nt 
1930-42 $2. 45 $8, 135, 960 $7, 426, ORE 
43 15 436, 649 eA TRO. OF 
1044 15 212, 213 7, O98, OY 
104 15 108, 885 7, 893, G2 
194¢ 10 146, 292 8 288, 5 
194 25 87 410, 895 7,739, 49 
1948 36 1, 177, 152 1, O84, OO1 6, 691, 01 
1049 45 1, 179, 497 1, 048, 049 6, 610, 79 
1950 40, 1, 362, 545 1, 342, 859 7, 518, 2 
1951 50 1, 705, 123 3, 380, 983 5, 435, 29 
1952 50 1, 771, 630 4,497, 471 6, 889, 414 
Total 35 18, 006, 195 20, 096, 183 


FAHRALLOY CANADA, LID. 
REPORT OF THE BOARD OF DIRECTORS 


To the Shareholders, Fahralloy Canada, Ltd. 

The directors have pleasure in submitting herewith their 16th annual report 
showing statement of the assets and liabilities of the company as at the 31st of 
December, 1952, together with the statement of profit and loss for the year ended 
on that date 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 195 





Production during the year again set a new record for the company, with dol 
ilue showing a 16 percent and tonnage showing a 61% percent increase over 

1 Orders entered were at a high rate during the first 6 months, but fell off 

te sharply during the second half of the year, with the result that our backlogs 

unfilled orders was materially reduced over the period 

(iross profits were lower during the year on account of increases in wages 


lmaterials which were not compensated for by higher selling prices 
\ ugh we ere unable to use any of the new plant extension facilities dui 
period, we have written off maximum allowable depreciation on then 
gina reduction of net profits 


he plant expansion commenced in April and has progressed as rapidly 


he expected, considering the steps that had to be taken to keep fom in 
fering with production With all equipment on hand, it is expected that f 

on of me plant and equipment should start early in the second quart: 

Me financial arrangements mentioned in last year’s report were carried t« 

pletion lhe company issued $600,000, 51% percent first mortgage nkin 


nd bonds nominally due April 15, 1968, but with flexible retirement privileges 
h will permit repayment before that date if conditions warrant 

e have had a firm of man: 

ing with us to develop work standards that will allow a large percentage of 


rk to be placed on an incentive basis Ve feel confident that not only will 





Since the end of September, gement encineers 





how a saving to the company, but also result in increased earnings for our 
piovyees 

Dividends were paid during the year of $50 per share, which was the same¢ 
eas the previous year 

Mr. W. Dunn of Ventures Ltd. was elected to the board of directors in Apri 


ie directors wish to express their appreciation for the loyal and able services 
red by the staff and employees throughout the year 
On behalf of the board, 





lr’. G. BEAMENT 
President 
Marcu 19, 1953 
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Balance sheet, Dee. 31, 1952 (with comparative figures for Dec 






1952 
ASS 
Curre 
Ca ! 1 bank $ 
I is or osit with trust cc ny 1, 20K 
Gover ent of Canada bonds at cost (quoted market value $51,587 55, 25€ 
| le accounts rece for doubtful account 187 i 
Inve y as det the nage 
t the! ) 621 
) ) 
Fixed 
La s I 
Bu whinery i equipment ), 849 
I 1 ited allowance for depreciation 8 
( 
rt} 
Ir ent hares of associated companie it cost ( 
1 ex ri 142 
8 ) 
1. 699 724 
LIARILITIES 
Ourrent: 
Accounts payable and accrued charges 249, 904 
Income taxe iy le 19. ( 
8, 918 
Lo 
16 percent first ortgag king fund bonds due Apr. 15, 1968 600, OOK 
hareholde equity 
( it 
Authorized 00 shares of $100 each whereof issued 701 70, 100 
Premium received on sale of share | 59. 70K 
129, 800 
arned surplu 671, 005 
800, 805 


1, 699, 724 


On behalf of the Board 


T. G. BEAMENT, 


00 


OO 


23 
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5Y 


1% 
129, 


79) 
» 


910, 


H. J. FrAseEr, Director. 


100. ( 


70K 
800 


117 


381 


Director. 


Statement of profit and loss for the year ended Dec. 31, 1952 (with comparative 


figures for the year 1951) 





1952 
Profit from operations after allowances for depreciation of $102,244.80 in 

1952 and $19,542.18 in 1951 $269, 058 
Bond interest 17, 543 


Operating profit before income taxes 
Profit on sale of investments 


16 


«i 





Net profit before Income taxes 264, 640. 25 
Income taxes 130, 000. 00 
Net profit for the year 134, 640, 25 


Note.—The company changed the basis used to determine its allowance for depreciat 


same basis had been employed as in the previous year the allowance for depreciation would have | 


230.64 less and the net profit for the year 1952 would have been increased by $21,710.71, 


1951 








$402, 909. 79 

402, 909. 79 

13, 125. Of 

416, 034. 79 

210, 000. 04 

206, 034. 79 

yn in 1952. If the 
been $45, 
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Statement of earned surplus 


V52 19 
‘ $596, 317. 88 | j 
ur 134, 640. 2 20 } 
il i 8 ( SS 
; 1 Ooo). Uf 4 ) 
24, 902. 29 
rotal ), 952. 29 ; 0. 00 
ur q 84 ( RR 


AUDITORS’ REPORT 


To the Shareholders of Fahralloy Canada, Ltd. 


We have examined the balance sheet of Fahralloy Canada, Ltd., as at December 
31, 1952, and the statements of profit and loss and earned surplus for the year 
ended on that date. Our examination included a general review of the account 
ing procedures and such tests of accounting records and other supporting evidence 
ances All our requirements as 


as we considered necessary in the circumst 
auditors have been complied with. 

In our opinion the accompanying balance sheet and statements of profit and 
loss and earned surplus are properly drawn up so as to exhibit a true and correct 
view of the state of the affairs of the company as at December 31, 1952, and the 
results of its operations for the year ended on that date, according to the best 
of our information and the explanations given to us and as shown by the books 
of the company. 

CLARKSON, GORDON & Co., 
Chartered Accountants. 
roroNTO, CANADA, March 18, 1958. 


PRODUCTS 


FALCONBRIDGE NICKEL MINES, LTD. 


Nickel 
Blectrolytic cathodes. 
\nodes. 


Malleable strip. 
Coin blanks. 
Sulphate. 
Copper : 
Electrolytic cathodes. 
Anodes, 
Cobalt: Electrolytic cathodes 
Precious metals: 
Gold. 
Silver. 
Platinum. 
Palladium. 
Iridium. 
Rhodium. 
Ruthenium. 
Liquid sulphur dioxide 


FAHALLOY CANADA, LTD. 


Heat, corrosion, and abrasion resisting steels. 
Carbon steels. 





Contract No. DMP-31 BETWEEN UNITED STATES OF AMERICA AND F'ALCONBRIDGE 
NICKEL MINES, LIMITED 


THIS CONTRACT, entered into this 15th day of October 1952, between the United 
States of America, acting by and through the Defense Materials Procurement 
Agency, its successors, assigns, and duly authorized representatives, hereinafter 
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ree he ( eri ent oD ial té ( i I { er 1 in 
befense | luct Act Loh ended, and Executive Order N 101 
ended a s plementer ind | ( I e Nie Mine Limite ‘ 
n organized nd ex til der the 1 he | Lrie'¢ Ontario, Ca 
ereinattel efterred t = Cor 
Wi ETH {A 
W HEREA the Contractor and Milnet Mines | e¢ here pmmatter ‘ 
as “Milnet entered into a igvreement as of Januar 29, 1952 iter ame! 
copy of which is attached hereto as Exhibit A, hereinafter referred to a 


Ore Agreement,” providing for the purchase and treatment by Contractor 
( 


nickel ¢ eeting certain specihicatiol mined bs bile I y prope 
located in the Township of Parkin, Sudbury District, Ontario, Canada, here 
‘ ‘ ad te Milnet Ore ni 
\ TMM tl ‘ thre operatiol oft il Wi Nn T v"« ‘ ty 
ipital ex ture nd high operating costs for Milnet, Milnet ha 
ad prope r «le red any ore to ¢ t1 tor under sa Ore Agreement 


WHEREAS, the Government has determined that the interests of national defen 


irral { hn olferin eerta Incent Cs rv the min ol the \ m 
property, the ( nent of the re tin re under the sa Ore Agreement, a 
the sale to the Government of the recoverable n ‘ platinul and | ad 

WHEREAS, on the basis of the incentives offered by the G ( m the ¢ 

t Milnet are w i ceed with their respec e parts in the m 
ne, treatment and sale, aforesai 

NOW HEREFORI In consideration © the mutua promises herein containg 

| the entrance of the G rnin ind Milnet to a contract complemen 
hereto, and of even date herewith, the parties hereto agree as follo 

ARI I. Purchase an reatment of ore 

s ( e | the Ore A ( ‘ the ¢ i ree t ] 
‘ i i i li CLILtte t Fa onbridge (ont ‘ Canady d i Stina 
sand, S.. Nor iv, during the term of this Contrase Milnet One estimated « 
ePX( e One H ‘ NX ‘ he ( LOO.) he te | i! 
2 OM) ‘ i rduyx ‘ h hicl d ere to the | nist e, ( 
tario, Plant of the Contractor in accordance with said Ore Agreement | 
acceptance of each lot of Milnet Ore hereunder, the Contractor sh give Milne 

} perly executed receipt showing the quantity o 1] re and the date 

eptance, a lot for this purpose being the full quantity of acceptable 
eceived by Contractor during the calendar month 

Il. Disposition tals 


d delivery to the Government. um 


rhe ¢ tractor shall offer for sale a 
the terms and conditions hereinafter set forth, an amount of nickel equal t 
the recoverab ‘ is defined in par | | of the Ore A ent, containg 
in the ore accepted hereunder in each calendar month, not later than the er 
of the eighth calendar month following the month of acceptance of the oré 


and the Government shall promptly purchase and accept such nickel 


(b he Contractor sha offer for sale and delivery to the Government, 
the prices and upon the terms and conditions hereinafter set forth, not later 
than the end of the twenty-third cal al ionth folle Ing th ionth of aecey 
ance f the ore, quan ( r platil ind yma d tha ‘ 
enty-five pereent (75 nor more tl 1 or nedre per i) of the reco 
erable platin il pra i l is defined in paragraph 7 i he Ore Agreeme 
contained in the ore accepted hereunder each calendar month, and the Gover 
ment shall promptly purchase and accept such platinum and palladium ; provid: 
that if the average of the quotations of the prices of platinum or of palladiun 
appearin nthe # é& M. J. Metal and Mineral Markets during the month pre 
ceding the month of delivery ¢ platinom or palla im hereunde the mark 


price’) is higher than the price at which the Government is required to pu 
chase platinum or palladium under Article [V hereof (the “Contract price’ 
and if the Contractor delivers less than one hundred percent (100%) of the 
recoverable platinum or palladium in such month, then the Contractor sha 

credit the Government with the amount by which the market price exceeds the 
contract price for a quantity of platinum or palladium equal to the difference 
between one hundred percent (100%) of the recoverable metal and the amou 

actually delivered in any such calendar month: and further provided, that if 
the market price for platinum or palladium is lower than the contract pric« 
for platinum or palladium in the month preceding the month during whicl 
platinnm or palladium is delivered hereunder, Contractor shall deliver to the 
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rnment a quantity of platinum or palladium equal to the amount of sucl 
t 1 determined insofar as practicable, to have be actu lv re ered ft 
e ore accepted hereunder fin the applicable calendar 1 ntl provided that 
‘ intitv delivered shall not be less than seventy-fiy percent Th y « 
an one hundred pnereent (100%) of the recoverabl i nt 
The Contractor may offer for sale and delivery to the Gover ‘ it the 
‘ d upon the terms and conditior here fter set forth "Y 7 seal 
er me exceedil the recover e ce fi l ! 7 
Ore Agreement, contained in the ore accepted here der y ‘ ‘ 
nth, not later than the end of the eighth month following the montl f 
eptance of the ore ind the Government sh pro! tly pure e and a 
Oppel! 30 offered 
ARTICLE IIT. Specifications 
he metals deliverable hereunder shall meet the following specificatio 
a) Nickel National Stoekpile Specification P-36 itest re ion a ot 


the date hereof 
(b) Platinun Nationa Stockpil Spe l’—41 f 
s of the date hereof: 





(c) Palladium—sponge form containit ‘ than 99.5% pure pa 
ul ind not less than 99.8 palladium plus platinum metal 
(d) Copper—the chemical and phy requirements of National Sto 
nile Specification P—16, latest revision as of the date hereof, except that 
nductivity m test only 98 is high as required by the Specificat 
and except that the reference in the Spe itic t ASTM Specification 
B-115 sha be deemed to be he latest rev thereof f the date f 
is Contract 
\rTioLe I\ Price 
The Government shal av to the ¢ ntrnaet he respective 1 2 ndieated 
rw for the metals purchased from the Cor etor nder the tert of ft) 
I t 
Nickel: U. S. 56.66¢ per pound f. o. b. ve | Kristiansand, 8., Norway, pl the 
ount, if anv. by which the average of the quotation f the Port ¢ orn 
) rio, carload price of electrolytic cathode nicke | iblished in tl I & M. J 
etal and Mineral Markets during the f i ‘ a) | of tl 
th preceeding that of deliver of the metal, exceeds | S. 55.25¢ per pound 
fore addition of duty 
Platinum: the average of the quotations of the price to consumers, of platinu 
pearing in the FE. & M. J. Metal and Mineral Markets during the ret fiifteer 
») days of the seventh calendar month following the month of delivery of the 
espective ore by Milnet to the Contractor, or U. S. $93.00 per troy ounce, which 
er is higher f. 0. b. vessel Kristiansand, S., Ne 
Palladium: the average of the tations of the price of palladium a uy 


{ t iti { ] 
the E. & M. J. Metal and Mineral Markets during the first fifteen (15) days 














f the seventh calendar month following the month of delivery of the respective 
re by Milnet to the Contractor, or U. S. $21.50 per troy ounes hichever i 
her, f. o. b. vessel Kristiansand, S., Norway 
Coppe U.S. 27%4¢ per pound f. o. b. vessel Kristiansand, S., Norway 
ARTICLE \ Delivery and storage 
1) The Contractor shall notify the Government in writing at least th vy (30 
la in advance of the expected date of a i tv for delivery to the Gover 
ent of each lot of the meta produced hereunder, which notification sha 
dentify the metal d give the description d approximate eight of the 
rhe nickel deliverable hereunder shall be delivered in lots of not less than the 
juantities deliverable under Article Il hereof, in the month in which the delivery 
$s nade In no event shall at metal be shipped to vernment or for its 
t, unless and until explicit shipping i furnished | the 
rmvernment All met delivered to the Gove t pur ant to tl Cor 
hall be prepared for shipment in accordance with the Contractor's usua ethod 
f packing, loading and storing such metal 
') Delivery to the Government hereunder shall be f. 0. b. vessel Kristiansand 
. Norway, and title sha pa to the Government upon issuance of clean 
ourd ocean bill of ladir In the event the Governme shall fa ly 
pping instructions to the Contractor within forty-five (45) da after the 
ontractor’s written notice to the Government of the availability of such met 
for delivery to the Government pursuant to the terms of ft] Cor 
;overnment so requests, Contractor shall cau ich metal to be adequate 
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stored for the Government's account at reasonable charges and will cause storage 
certificates, in form satisfactory to the Government, to be issued therefor. ‘Title to 
metals placed in storage, pursuant to the terms hereof, shall pass to the Gover 
ment upon issuance of an acceptable storage certificate and such metal shall, 
at that time, be considered delivered for the purpose of this Contract. 


(c) Contractor shall act as forwarding agent for the Government without addi 
tional expense to the Government, to ettect shipment of all deliveries in accord 
ance with instructions to be furnished by the Government and to process all 
necessary shipping documents. All costs, if any, incurred in placing the metals 
purchased hereunder on board vessel and handling charges connected therewith, 
shall be for the Contractor's account, except as otherwise indicated below. All 
export and port charges, including fees or charges, if any, levied because of ex 
portation, shall be for the Contractor’s account, it being intended that the metals 
be delivered to the Government free of all charges on board vessel, except as 
otherwise indicated below. The Contractor shall bear the cost of delivering ma- 
terial to the place of storage when such storage is required or requested pursuant 
to clause (b) of this Article, and the Government shall bear the cost of storage 
of such material, the cost of removal from storage, the cost of placing such 
material on board vessel after removal from storage and the amount, if any, by 
which export and port charges on such material at the time of export are in 
excess of export and port charges at the time the material was placed in storage. 

ArricLe VI. Weighing, sampling, analyzing, and inspection. 

Contractor’s weights shall govern as to metals delivered hereunder and the cost 
of weighing shall be for the Contractor’s account. The Government may at its 
election and expense, have any and all deliveries hereunder weighed by a 
licensed weigher and sampled and analyzed by a recognized analyst, selected 
by it Standard Specifications of the American Society for Testing Materials 
atest revision as of the date of this Contract, shall apply to the weighing, 
sampling, analyzing, and inspection of any metal delivered under this Contract 
and in the investigation of any disputes that may arise from such weighing, 
sampling, analyzing, and inspection In case the weights found by a licensed 
weigher do not agree with those of Contractor, the weights of the licensed 
weigher shall be used and appropriate adjustments will be made. Underages 
may be offset by preceding overages. Any metal delivered under this Contract 
which fails to meet specifications as set forth in Article III hereof, as determined 
in accordance with the terms of this Article shall not be cause for cancellation 
of any deliveries hereunder but such metals will be deemed rejected and shall 
be replaced by the Contractor at its expense within sixty (60) days unless within 
such period, the Government notifies the Contractor in writing of its acceptanee 
of such metals under this Contract, and, in addition, the Contractor shall reim 
burse the Government for the cost of weighing, sampling, analyzing, and inspec 
tion of the defective metal being replaced. 

ARTICLE VII. Termination. 

The obligations of the parties hereunder shall cease and this Contract shall 
be terminated (except that the obligations of the parties hereto, with respect 
to the disposition of, and payment for, such quantity of metals as may have 
been produced hereunder prior to the time of such termination, shall remain 
in full force and effect until discharged in accordance with the terms hereof) 
upon the completion by Contractor of its treatment of (1) a quantity of Milnet 
Ore containing 4,104,000 pounds of recoverable nickel, as determined in accordance 
with the provisions of paragraph 7 of the Ore Agreement, or (2) such lesser 
quantity of such ore as shall have been delivered to Contractor at the termina- 
tion of the contract between the Government and Milnet of even date herewith, 
or (3) such lesser quantity of such ore as shall have been delivered to Contractor 
at the termination of the Ore Agreement, whichever of such events first occurs. 

ArTIcLE VIII. Payment. 

Payment for metals delivered hereunder shall be made promptly upon presenta- 
tion to the Government of (1) Contractor’s properly certified invoice, satis- 
factory to the Government, showing, among other things, lot, marks, pieces, 
and weights; (2) refiner’s weight certificates and refiner’s certificate that metal 
delivered meets the specification of Article III hereof; and (3) copy of clean 
on-board ocean bill of lading or storage certificate in the case of metals stored 
hereunder. 

ARTICLE IX. Reports. 

The Contractor shall furnish the Government not less frequently than quarterly, 
reports showing (1) quantities of ore accepted during each calendar month, 
together with the record of moisture determination thereof; (2) amounts of 
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nickel, copper, platinum, and palladium delivered, tendered to.or due the Govern 
ment from each month’s shipment of ore to date; and (3) amounts of money 
paid to or payable to the Contractor in connection with this Contract 

ArTICLE X. Addresses 

Unless otherwise specified : 

(a) Notices by the Government to the Contractor provided for in this Con 
tract shall be addressed to: Falconbridge Nickel Mines Limited, 44 King Street, 
West, Toronto, Ontario, Canada. 

(b) Notices by the Contractor to the Government shall be addressed to 


Administrator, Defense Materials Procurement Agency, Washington 25, D. C 

such other address as either party for itself may specify to the other ir 
writing 

ArTicLe XI. Contingent fees 

The Contractor warrants that no person or selling agency has been employed 
reement or understand 





r retained to solicit or secure this Contract upon an 
ng for a commission, percentage, brokerage, or contingent fee, excepting bona 
fide employees or bona fide established comm ial or selling agencies main 

1ined by the Contractor for the purpose of securing business. For breach 
r violation of this warranty, the Government shall have the right to annul 
this Contract without liability or in its discretion to deduct from the Contract 
price or consideration the full amount of such commission, percentage, brokerage, 
yr contingent fee. 

ArticLe XII. Interest of Member of Congress 

No member of or delegate to the Congress of the United States of America 
or resident commissioner, shall be admitted to any share or part of this Con 
tract, or to any benefit that may arise therefrom; but this provision shall not 
be construed to extend to this Contract if made with a corporation for its general 
benefit. 

ArTicte XIIT. Access to books and records. 

The Contractor agrees that the Government or any of its duly authorized 
representatives shall, while the Contract is in effect, and for a period of three 
(3) years thereafter, have access to and the right to examine any pertinent 
books, documents, papers and records of the Contractor involving transactions 
related to this Contract. The Government agrees that the phrase “pertinent 
books, documents, papers and records of the Contractor involving transactions 
related to this Contract” shall be limited to those books, documents, papers and 
records covering delivery, reported assays, weighing and determination of mois 
ture content of ore and shipment of recoverable metals hereunder. 

ARTICLE XIV. Assignment. 

The Contractor shall not, without the prior written consent of the Government 
sell, assign, or pledge this Contract or any of its rights, powers, privileges, duties, 
or obligations thereunder; provided, however, that any moneys due or to become 
due under this Contract, but not including any advances made or to be made 
hereunder, may be assigned by the Contractor to a bank, trust company or othe 
financing institution, including any United States lending agency, pursuant to 
and in accordance with the Assignment of Claims Act of 1940, as amended (31 
U. S. C. 208, 41 U. S. C. 15). 

All rights, powers, privileges, duties or obligations under this Contract shall 
nure to any successor or successors of Defense Materials Procurement Agency 
or any branch or agency of the Government to which the Defense Materials 
Procurement Agency shall hereafter delegate or assign its authority to act for 
the Government hereunder. 

ARTICLE XV. Force majeure. 

If the performance of any part of this Contract by either the Contractor or 
the Government is prevented, hindered or delayed by reason of any cause o) 
causes beyond the respective control of the Contractor or the Government, and 
which cannot be overcome by due diligence, then the Government or the Con 
tractor, as the case may be, shall be excused from such performance during the 
continuance of any such happenings or events. For this provision to become 
operative, the Contractor or Government, as the case may be, shall give to the 
other, within ten (10) days after the occurrence of any such happenings or 
events, written notice thereof, together with a statement setting forth the 
facts in evidence, and, upon he conclusion of such happenings or events, shall! 
notify the other in writing of such termination within (10) days. 
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The time for performance by either party of its obligations under the proy 
f this Contract shall be extended at its opt hy a period or periods equ 
he duratic f any such happenings or events 
\RTICLE XVI. Nonwaive 
“he failure of either the Contractor or the Government to insist in any on 
ces upon the performance of any of the terms, covenants or cor 
this ¢ tract. shall t be construed as a waiver of rel juishmer 
e fut ye ince f ! ch term rvenan ) ndit by fl ‘ 
party h Lie blig I wh other pa \ t eS] té l 1 
performance shall continue in full force and effect 
\eTIcLe XVII. Modifications 
Ni ral state ent f any ye sh od \ ( ( 
| er tions of this Co ‘ 
I WITNESS WI I thie } es hereto have caused this d uiment te ( 
executed on the day and year first written 
UNITED STATES OF AMERICA 
(Acting by and through 
Defense Materials Procurement Agency ), 
JESS LARSEN, Administrator. 
lk ALCONBRIDGE NICKEL MINES LIMITED, 
By H. J. FRAseEr, Vice President. 
Attest 
[CORPORATE SEAL] By A. W. Coome, Assistant Treasurer. 


EXHIBIT A 


AMENDMENT OF CONTRACT 


[HIS AGREEMENT, made in duplicate as of the 23d day of September 1952 

Between FALCONBRIDGE NicKeL Mines Limirep, hereinafter called Falco 
bridge, of the first part; and MILNEr MINES LIMiIrep, hereinafter called Milne 
of the second part 

WITNESSETH : WHEREAS the parties hereto entered into a contract betwee! 
them as of the 29th day of January 1952 covering the purchase by Falconbridg« 
of ore produced by Milnet from its property in Parkin Township, Sudbury 
District, Ontario, Canada. 

AND WHEREAS Milnet has requested Falconbridge to sell to the United State 
Government (hereinafter called the Government) some of the metals recovered 
from said Ore, 

AND WHEREAS the parties desire to make various changes in the contract en 
tered into as of the 29th day of January 1952. 

Now, THEREFORE, the parties hereto hereby agree to amend said contract as 
of the 29th day of January 1952, to read as follows: 


Quantity and Quality 

Deliveries of ore to Falconbridge shall commence prior to December 31 
1952, and for the first four full calendar months thereafter shall be made at 
a rate of not less than 600 tons per week. Thereafter, every reasonable effort 
shall be made to maintain deliveries at a rate of not less than 1,750 tons nor 
more than 2,450 tons per week, and not less than 7,500 tons nor more than 
10,000 tons per month. Falconbridge shall have the right to refuse acceptance 
of any ore which contains deleterious materials in amounts objectionable to 
Falconbridge. 
2. Size 

Milnet shall not ship nor shall Falconbridge be required to take delivery of 
any ore in which the ore is larger than two and one-half (2%) inches in 
diameter. 


38. Delivery Point 

All ore is to be delivered in trucks or in railway cars at Falconbridge, Ontario, 
at a point or points to be stipulated by Falconbridge. Promptly after the end 
of each calendar month, Falconbridge shall give Milnet a properly executed 
receipt showing the quantity of acceptable ore received during said calendar 
month. Upon the issuance of such receipt, title to such ore shall pass from 
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t Lb je t Faiconbri ‘ ‘ \ make pay 
i he pre s ns < pa y o® an Ss eo! 
| ‘ 
a) ll complete the eich tf ea hipmer 
e the delivery hereo 
M lt e right » Inspect Wwe h d mpling et Is 
Falconbridge \ ghts si he epted fe ae ene rm 
) Faleonbrid sha take samples « re ! 1oisture dete nat 
er delivery of the ore, | i tho igreed upon b een Fa I 
e and Milnet At least ome ucl l shall be take for eacl Ly 
pts of ore Falconbridge shall mal mois e determ tions f iid 
ples, which determinations sl be bindin for the urposes 
npling and Assaying for Metal Content 
Until such time as Falconbridge installs and places in operation aut 
sampling facilities at its own property, samples of ore shipped by Milne 
he taken at Milnet’s property by a Falconbridge representative i) ym 
ample sha © taken eacl alendar month of ie tot umount f ore 
ped to Falconbridge during the first fiftes (15) days of that mont! 
{nother composite sample shall be taken each calendar month of the tot 1 1 
sl} ipped from the 16th to the I day of that month nelus t Arte! 
automatic sampling arrangements are installe and ready for use, Faleon 
e shall take such samples at its own property, and a Milnet representative 
have the right to inspect any such sampling 
}) From each of the composite samples mentioned in (a) above, Falcon 
lge shall prepare four (4) pulp samples. One pulp sample from each com 
osite shall be assayed by Falconbridge for ckel and coppe Che second pul 
ple from each composite shall be sent to a boratory designated by Milnet 
nd approved by Falconbridge for nickel and copper assays on behalf of Milnet 
at Milnet’s expense. The third pulp sample from each composite shall be 
ned by Falconbridge for one year or until such earlier time as it is required 
ran umpire assay for nickel or copper. The fourth pulp sample from eac! 
mposite shall be used by Falconbridge to prepare a precious metal sample as 
ws: One precious metal sample shall be prepared from composites of al 
e received by Falconbrid hereunder during each calendar month from each 





ecious metals Sample, Falconbridge shall prepare four (4) pulp samples, one 
which shall be assayed by Falconbridge for gold. platinum, palladium, an¢ 
bined iridium, rhodium, and ruthenium, one of which shall be sent to a 
boratory designated by Milnet and approved by Falconbridge for similar assays 
behalf of Milnet and at Milnet’s expense, and the other two shall be retained 
vy Falconbridge for one vear or until such earlier time as one or both may be 
required for an umpire assay for said precious metals 
c) With respect to nickel and copper, the assay results obtained by the Milnet 
issayer shall be averaged with the results obtained by Falconbridge provided 
e difference between the respective assays is not greater than the following: 
For nickel—two pounds per dry short ton of ore 
For copper—two pounds per dry short ton of ore 
(ll analyses for nickel shall be by the dimethylglyoxime method Assay results 
shall be exchanged in Toronto at the earliest practicable dates in the usual man 
ner, So that neither party has access to the other party’s assays before divul; 


ts own results. 





If the assays for any item or items do not check within the above limits, the 
pulp sample reserved by Falconbridge for such purpose shall be sent promptly 
to a mutually agreed laboratory, which laboratory shall run an ump 
he item or items in dispute. The party whose assay is the further from the 
mpire assay for any item shall bear the cost involved in referring said item 
to umpire. Where the umpire assay falls within the Falconbridge and Milnet 
issays, settlement shall be made by averaging the umpire assay with the assay 
earer to it. Where the umpire assay falls outside of the Falconbridg 
Milnet assays, settlement shall be made on the basis of the assay nearer to the 
unpire assay. 

(d) With respect to gold, platinum, palladium, and combined iridium, rhodiun 
ind ruthenium, the assay results obtained by Faleonbridge shall be averaged, 


‘e assay fot 











e and 
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with the respective results obtained by Milnet’s assayer provided the difference 
between the respective assays is not greater than the following: 

For gold—).01 troy ounce per dry short ton of ore 

lor platinun—40O.01 troy ounce per dry short ton of ore 

For palladium—0.01 troy ounce per dry short ton of ore 

lor combined iridium, rhodium, and ruthenium—0.01 troy ounce per dry 

short ton of ore 

Assay results shall be exchanged in Toronto at the earliest practicable dates in 
the usual manner so that neither party has access to the other party’s assays 
before divulging its own results. 

If the assays for any item or items do not check within the above limits, one 
portion of the precious metal sample reserved for such purpose shall be sent tf 
a mutually agreed laboratory, which laboratory shall run an umpire assay for the 
item or items in dispute. The party whose assay is the farther from the umpire 
assay for any item shall bear the cost involved in referring said item to umpire 
Where the umpire assay falls within the Falconbridge and Milnet assays, settle 
ment shall be made by averaging the umpire assay with the assay nearer to 
Where the umpire assay falls outside of the Falconbridge and Milnet assays 
settlement shall be made on the basis of the assay nearer to the umpire assay 
6. Price of ore 

The price per short ton of ore delivered hereunder shall be the aggregate price 
of the recoverable metals contained in said ore, computed as provided in para 
graph 8 (a) hereof, minus the charges set forth in paragraph 8 (b) hereof. 

7. Recoverable metals (based on dry-weight analysis ) 

Recoverable metals shall be deemed to be the following metals only, viz nickel, 
copper, gold, and the platinum group of metals consisting of platinum, palladium, 
iridium, ruthenium, and rhodium 

(1) Recoverable nickel shall be taken for the ore-grade classifications set out 
below, to be as follows: 


Percent 
a. 1.30 percent Ni and less Th 
b. Over 1.30 percent Ni and to 1.5 percent RO 
ce. Over 1.50 percent Ni and to 1.75 percent i 85 
d. Over 1.75 percent Ni and to 2.00 percent = 7 86 
e. Over 2.00 percent Ni and to 2.25 percent ; a He 
f. Over 2.25 percent Ni ‘i . 88 


(2) The recoverable copper shall be taken, for the ore-grade classifications set 
out below, to be as follows: 
Percent 


a. 1.00 percent Cu and less nine *70 
b. Over 1.00 percent Cu and to 1.50 percent ; Secuinclies » *80 
c. Over 1.50 percent Cu_-----~- ‘ ih s . *85 


1 After deduction of 2 pounds per dry short ton ore. 


(3) The recoverable gold shall be taken as 90 percent of the net obtained by 
deducting 0.02 troy ounces of gold per dry short ton of ore from the gross gold 
content. 

(4) The amount of recoverable platinum group metals shall be taken as 75 
percent of the net obtained by deducting 0.025 troy ounces of platinum group 
metals per dry short ton of ore from the gross content of these materials. The 
result shall be divided between platinum, palladium and combined iridium, rho 
dium and ruthenium according to the proportion in which they occur in the ore 
as shown by the agreed assays. The recoverable figure for combined iridium, 
rhodium and ruthenium shall be divided between said 3 metals in the same 
proportion as the production by Falconbridge of each metal bears to the produc- 
tion by Falconbridge of the 3 metals during the 6-calendar-month period 
starting with the month of delivery of the respective ore. 

8. Payments 

(a) (1) The price for recoverable nickel shall be the Canadian Port Colborne 
price for carload lots of electrolytic nickel cathode, averaged for the last fifteen 
days of the fourth calendar month following the month of delivery of the 
respective ore, as quoted in the Northern Miner; provided, however, that 
in no case shall the price so paid be less than the equivalent of U.S. 55.25 
cents per pound. 
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(2) The price for recoverable copper shall be the Canadian f. 0. b. Toronto 
price for electrolytic copper cathode, averaged for the last fifteen days of the 
fourth calendar month following the month of delivery of the respective ore, 

s quoted by the American Metal Market; provided that in no case shall 
the price so paid be less than the equivalent of U. S. 27.0 cents per pound 

(3) The price for recoverable gold shall be the official Canadian Mint buying 
price, averaged for the first fifteen days of the seventh calendar month follow 
ing the month of delivery of the respective ore, as quoted by a mutually agree 

ble publication. 

(4) The price for 90 percent of the recoverable platinum shall be the U. S 
price of platinum to consumers, averaged for the first fifteen days of the seventh 

endar month following the month of delivery of the respective are, as quoted 

the FE. & M. J. Metal and Mineral Market; provided that in no case shall 
aid price be less than the equivalent of U. 8. $93.00 per troy ounce. The price 
the remaining 10 percent of the recoverable platinum shall be the Canadiar 
equivalent of the average price received by Falconbridge on its sales of plat- 

m, other than sales to the United States Government, averaged for the first 
fifteen days of the seventh calendar month following the month of delivery of 
the respective ore. 

(5) The price for 90 percent of the recoverable palladium shall be the 
palladium price. averaged for the first fifteen days of the seventh calendar 
month following the month of delivery of the respective ore, as quoted in 
the E. & M. J. Metal and Mineral Markets; provided that in no case shall 
said price be less than the equivalent of U. S. $21.50 per troy ounce. The price 
for the remaining 10 percent of the recoverable palladium shall be the Canadian 
equivalent of the average price received by Falconbridge from its sales of 
palladium, other than sales to the United States Government, averaged for 
the first fifteen days of the seventh calendar month following the month of 
delivery of the respective ore. 

(6) The prices for the recoverable iridium, rhodium, and ruthenium shall 
be the Canadian equivalent of the average prices received by Falconbridge from 
its sales of the respective metal during the first six calendar months following 
the month of delivery of the respective ore 

(7) Falconbridge shall make the necessary reports to Milnet for ore received 
in each period mentioned in paragraph 5. 

(8) The prices for the recoverable nickel and copper shall be paid by 
Falconbridge to Milnet not later than the eighth day of the fifth calendar 
month following the month of receipt by Falconbridge of the respective Ore 
The prices for the recoverable gold, platinum, palladium, iridium, rhodium, and 
ruthenium shall be paid by Falconbridge to Milnet not later than the twenty 
third day of the seventh calendar month following the month of receipt by 
Falconbridge of the respective ore. 

(b) (1) Milnet shall pay Falconbridge for the following treatment charges 
per dry short ton of ore delivered to Falconbridge : 


For ore containing not more than 1.3 percent nickel, dry basis &8. 775 
For ore exceeding 1.8 percent but not more than 1.5 percent nickel, dry 

basis 9. T75 
For ore exceed 1.5 percent but not more than 1.75 percent nickel 

dry basis__ : ian : 10. 775 
For ore exceeding 1.75 percent but not more than 2.00 percent nickel, 

dry hasis__ =. : 11. 775 
For ore exceeding 2.00 percent but not more than 2.25 percent nickel, 

dry basis 12. 775 


For ore exceeding 2.25 pereent nickel, dry basis 


Said treatment charges are based on a Falconbridge base mine wage rate 
(rate paid to fillmen, muckers, and level cleaners) of $1.62 per hour, the rate 
established in January 1952. Should said base mine wage rate be above or 
helow $1.62 per hour, the treatment charges to be paid shall be increased or 
decreased, respectively, by five cents (5¢) per dry short ton for each one cent 
(1¢) increase or decrease in said base mine wage rate, fractions pro rata 
The base mine wage rate in effect on the date of receipt of any lot of ore shall 
determine the treatment charge applicable to that lot 

Said treatment charges shall be paid by Milnet to Falconbridge not later than 
the eighth day of the fifth calendar month following the month of receipt by 
Falconbridge of the respective ore. 
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(2) Milnet shall pay Falconbridge an unloading and handling charge 
to twenty-five cent 25¢) per dry short ton of ore delivered th charg 
predicated on a moisture conte! hot exceeding 3 For ore tuining 
than 3 moisture, Milnet shall pay Falconbridge an additional ten cents l 
per ¢ Hort ton for each one percent moisture h excess of o percent 
tions pro rata said unloa ys handling charge hall be paid by M 
to Falconbridge not later than the eighth day of the fifth calendar 

Li ng the month of receipt DY Falconbridge of he respective ore 

>) Milnet will pay Falconbridge a sampling and assaying charge of ‘I 
liundred and Fifty Dollar $500.00) for each calendar month during wl 
re is received by Falconbridge and during which sampling of part or all 
ore 18 carried out at Aliinet property For each calendar month during v 
all of the sampling of sai or s carried out at Falconbridge with auton 
sampling facilities, no sampling and assaying charge shall be mace 

Said sampling and assaying charge shall be paid to Falconh: t ot 
than during the fifteenth day of the first calendar month following the mont! 
which the respective ore was received 

t) Paym for the referred to in this sub-clause (b) are not ¢ 

ide | ( ) ( ad the amount thereof from its paymen 
ilinet 

5) Either party may call for an adjustment of treatment charges 
result of unforeseen or uncontrollable changed conditions In the event 
parties cannot agree on revised treatment charges, excepting es« i Charg 
provided for in paragraph 8 (b) (1) above, either party may cancel the 
by giving the other thirty (30) da) notice in writing 
9. Arbitration 

All disputes hereunder shall be arbitrated in accordance with the laws of 


Province of Ontario 


10. Temporary Discontinuations of Shipments and Force Vaje ure 
Falconbridge shall have the right to refuse shipments of ore at any time af 
ten (10) days’ notice in writing to Milnet for periods not exceeding fourte¢ 

(14) aays 

if Falconbridge is prevented from carrying on normal milling, smelting 
refining operations by reason of strikes by Falconbridge employees or of strike 
by the « mployees ol others, of acts of God, or of other reason or reasons bey 
the control of Falconbridge, then during such period or periods in which Falcon 


bridge is so pre vented 





from carrying on normal milling, smelting and refin 
operations, Falconbridge will not be required to accept shipments of ore on « 
after ten (10) days’ written notice by Falconbridge to Milnet, provided, howeve1 
that immediate written notice by Falconbridge to Milnet shall be acceptable 


Milnet in circumstances where Falconbridge is unable to accept deliveries 
reasons beyond the control of Falconbridge. So soon as Falconbridge is 
longer prevented from carrying on normal milling, smelting and refining oper 
tions, shipments of ore to Falconbridge, if they have been stopped during i 
period or periods, shall be resumed on and after ten (10) days’ written not 
by either party to the other During such period or periods that Faleonbrid 
ha iot have accepted shipments of ore which Falconbridge shall not | 
been required to accept, Milnet shall have the right to sell its ores to such pers« 
as it sees fit It Milnet is at any time or from time to time prevented fri 


commen or carrying on normal mining and crushing operations or makil 


J 


deliveries of ore to Falconbridge as herein provided by reason of strikes, fire 
Acts of God, failure of transportation, or any other reason or reasons beyo! 

the control of Milnet, then Milnet shall so notify Falconbridge and shall be 
excused from its performance hereunder for a period equal in time to the period 


of time it is so prevented from commencing or carrying on normal mini 





crushing operations or making deliveries of ore to Falconbridge as herein pr‘ 
vided and the time for commencement of making deliveries shall be extends 
accordingly As soon as Milnet is no longer prevented from commencing 0 
carrying on normal mining and crushing operations or making deliveries f 


Falconbridge as aforesaid it shall notify Falconbridge accordingls 


11. Notices 


Any notice to be given to Milnet hereunder may be addressed to it as follows 
Milnet Mines Limited, Suite 1505, 320 Bay Street, Toronto, Ontario, and any 
notice to be given to Falconbridge hereunder may be addressed to it as follows: 
l’alconbridge Nickel Mines Limited, 44 King Street West, Toronto, Ontario | 
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ermenatton 





s agreement shall be effective until December 31, 1954 unless it is soonel 
ated pursuant to paragraph 8 (b) ») or pursuant to the notice deride 

n this paragraph 12, as follows 
ther Milnet or Falconbridge may terminate this contract by giving the other 
vy written notice of its desire to do so: provided, howeve that said "tet 


become effective at the close ol the last day of the calendar month fo wing 





onth of delivery of said notice; and provided, further, that such notice il 
ent may become effective prior to the 30th day of September 1953 
Contingent Price Amendments 
It is agreed that various ch ses in pricing the recoverable metals have been 
eed to on the presumption that the U. S. Government would contract to | 
e from Falconbridge said recoverable metals « terms satisfactory to | o! 
dge. If, for any reason, said contract is not entered into, or if having bee 
red into, it is cancelled by the Government for any reason, or cancelled by 
onbridge because it s subject to rene biat then this cont ict sha be 
ded as follows with respect to all ore delivers to Falconbridge hile the 


rument contract 1s not in effect 
.\) Paragraph 8 (a) (1), as amended herein, shall be further amended by 
therefrom the following words: “provided, however, that in no case 


the price so paid be less than the equivalent of U. S. 55.25 cents per pound 
b) Paragraph 8 (a) (2), as amended herein, shall be further amended, by 
eting therefrom the following words provided that in no case shall the price 
d be less than the equivalent of | Ss. 24.0 cer per pound 


c) Paragraph 8 (a) (4) shall be amended so that payment for 100 percent 
the recoverable platinum shall be made on the basis now provided for 10 
cent of the recoverable platinum 
d) Paragraph 8 (a) (5) shall be amended so that payment for 100 percent 
the recoverable palladium shall be made on the basis now provided for 10 
percent of the recoverable palladium. 
IN WITNESS WHEREOF this agreement is executed by the parties hereto 
FALCONBRIDGE NICKEL MINES LIMITED 
H. J. FRASER, Vice President 
R. A. CAMPBELL, Secretary 
MILNE’ MINES LIMITED, 
FE. R. Burton, President 
E. BE. Ritreute, Secretary-Treasures 
SIGNED, Sealed and Delivered in the presence of 
GEORGE 8S, JEWET 


Executed in Triplicate. 


OFFICERS OF MILNET MINES, LIMITED 


320 BAY STREET, ToRron CONTA ("AD DALES 


vr. F. R. Burton, president 
John Drybrough, vice president 
Kk. BE. Ritchie, secretary 


DEFENSE MATERIALS PROCUREMENT AGENCY} 
Washington 25, D. C.,. November 28, 19 
Re Contract No. DMP-30. 
MILNET MINES, LIMITED, 
Toronto 1, Ontario, Canada 

GENTLEMEN : Reference is made to article V of the captioned contract dated 
October 15, 1952, between Milnet Mines, Limited, and the United States Govern 
ment which provides in part that advances made by the Government shall be 
payable 8 years from the date of the contract or upon termination of the contract 
vhichever date first occurs 

In view of the fact that the note evidencing the first advance of $140,000 is 
lated as of the date of disbursement and provides for payment within 3 year 
from said date (rather than the date of the contract), and it also appears likely 
hat the notes evidencing the second and third advances will be dated as of the 
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date of such disbursements, we suggest that the contract be amended to provide 
for payment of the advances 3 years from the date of the note or upon termi 
tion of the contract, whichever date first occurs. 

Consequently, article V. Security is hereby amended to read as follows: 

‘The advances made by the Government to the contractor, pursuant to article 
IV hereof, shall be secured by the contractor's promissory note or notes, in form 
satisfactory to the Government, payable 3 years from the date of such advances 
or advances or upon termination of this contract, whichever date first occurs, 
bearing interest at the rate of 5 percent per annum and bearing, in addition 
the unqualified guarantee of the Moneta Porcupine Mines, Limited, a corporation 
organized and existing under the laws of the Province of Ontario, Canada, and 
of the Berens River Mines, Limited, a corporation organized and existing under 
the laws of the Province of Ontario, Canada.” 

Will you please cause the two executed carbon counterparts hereof to be 
executed on behalf of Milnet Mines, Limited, and also on behalf of the guarantor 
Moneta Porcupine Mines, Limited, and Berens River Mines, Limited, and ret 
to this office 

Sincerely yours 
Jess LARSON {dministrator 


Confirmed and accepted this 10th day of December 1952 


MILNET MINES, LIMITED, 
By F. R. Burron, President. 
MONETA PoRCUPINE MINES, LIMITED, 
By C. C. Catvin, President 
BERENS RIVER MINEs, LIMITED, 
By Joun DryBrouen, Vice President. 
Attest: 
[CORPORATE SEAL] By E. E. Rircnte, Secretary 
Attest: 
[CORPORATE SEAL] By H. B. CLeartrHvue, Secretary-Treasurer 
Attest: 
[CORPORATE SEAL] By A. E. JONNSTON, Necretary 


Contract No. DMP-30 Brerween UNrtrep States oF AMERICA AND MitNet MINES 


LIMITED 


THis conrrRAcT entered into this 15th day of October 1952, between the 
United States of America, acting by and through the Defense Materials Procure 
ment Agency, its successors, assigns, and duly authorized representatives, herein- 
after referred to as the Government (pursuant to the authority contained in 
the Defense Production Act of 1950, as amended, and Executive Order No. 10161, 
as amended and supplemented) and Milnet Mines, Limited, a corporation organ 
ized and existing under the laws of Ontario, Canada, hereinafter referred to 
as the Contractor 

WITNESSETH THAT: 

WuereEAS the Contractor and Falconbridge Nickel Mines, Limited, hereinafter 
referred to as Falconbridge, entered into an agreement as of January 29, 1952, 
later amended, hereinafter referred to as the Ore Agreement, providing for the 
purchase and treatment by Falconbridge of nickel ore, meeting certain specifica- 
tions, mined by Contractor in its mining property located in the Township of 
Parkin, Sudbury District, Ontario, Canada, hereafter referred to as the Mining 
Property, and 

WHEREAS because the operation of the Mining Property would entail large 
capital expenditures and high operating costs for Contractor, Contractor has 
not mined said property nor delivered any ore to Falconbridge under said Ore 
Agreement, and 

Wuereas the Government has determined that the interests of national de- 
fense warrant it in offering certain incentives for the mining of the Mining 
Property, the treatment of the resulting ore under the said Ore Agreement and 
the sale to the Government of the recoverable nickel, platinum, and palladium, 
and 

WHerREAS on the basis of the incentives offered by the Government, the Con- 
tractor, and Falconbridge are willing to proceed with their respective parts in 
the mining, treatment and sale aforesaid, 
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Now, THEREFORE, in consideration of the mutual promises herein tained 
nd the entrance of the Government and I lconbridae nto j cont = 
ementary hereto and of even date herewitl the parties hereto gree 

WS: 

\RTICLE I. Preparation of the mining propert 

Che Contractor shall develop and improve the Mining Property by lilding 
1 power line, constructing access roads, erecting a crushing plant and necessar 
buildings, installing necessary equipment, and doing whatever else is necessar) 
to place said Mining Property in condition to produce and crush nickel ort 
in the course of normal operations, at a rate of approximately Two Thousand 
One Hundred (2,100) short tons (2,000 pounds avoirdupois each) per week, said 
development and improvement to be completed not later than March 1, 1955 
It is estimated that the development and improvement referred to above wi 


cost approximately Nine Hundred Fifty ‘Thousand Dollars ($950,000), and that 
the ore available for extraction from the Mining Property amounts to apy 
imately One Hundred Ninety Thousand (190,000) short tons, assaying appro) 
imately 1.35 percent nickel, 1.68 percent copper, 0.050 ounce per ton platinur 
0.070 ounce per ton palladium, and 0.030 ounce per ton gold 

\rTIcLeE II. Production of ore. 

The Contractor shall proceed promptly with the preparation of the Mining 
Property pursuant to Article I hereof, and may commence the mining, crushing, 
and delivery of ore hereunder at any time, not later than March 1, 1953, sucl 
preparation shall be completed and the Mining Property shall be in regulat 
operation at an average rate of approximately 2,100 short tons of nickel ore 
per week, which rate of operation shall continue throughout the balance of the 
term of this Contract In its mining and crushing operations, the Contractor 
shall use its best efforts to produce ore acceptable under the terms of the Ore 
Agreement, 

ArTICLE III. Disposition of production 

Che Contractor shall sell and deliver to Falconbridge, under the terms of the 
Ore Agreement, all ore produced in the Mining Property, pursuant to Article 
II hereof, which is deliverable under the terms of said Ore Agreement 

ArTICLE IV. Advances by the Government 

For the purpose of assisting the Contractor in the preparation of the Minin 
Property and the production of ore, pursuant to Articles I and II hereof, the 
Government shall, upon receipt of the security specified in Article V hereof, ad 
vance to the Contractor a total of U. S. Four Hundred Forty Thousand (U. $ 
$440,000) Dollars in three installments as indicated below, the money advanced 
to bear interest as also indicated below: 

(a) U. S. One Hundred Forty Thousand Dollars (U. 8. $140,000) upon Con 
tractor’s written request, supported by an audited statement showing that Con 
tractor has at that time spent not less han Can. Three Hundred Thousand Dollars 
(Can. $300,000) for the preparation of the Mining Property, as specified in Arti 
cle I hereof and as contemplated herein. 

(b) U.S. One Hundred Fifty Thousand Dollars (U. 8. $150,000) upon Contrac- 
tor’s written request, supported by an audited statement showing that the Con 
tractor has at the time spent not less than Can. Four Hundred Fifty Thousand 
Dollars ($450,000) in the aggregate for the preparation of the Mining Propert 
as specified in Article I hereof and as contemplated herein. 

(c) U.S. One Hundred Fifty Thousand Dollars (U. S. $150,000) on or about 
January 1, 1953, upon Contractor’s written request, supported by an audited 
statement showing that the Contractor has at the time spent not less than Can. 
Six Hundred Thousand Dollars ($600,000) in the aggregate for the preparation 
of the Mining Property as specified in Article I hereof and as contemplated herein 
and has commenced the delivery of the ore pursuant to Article III hereof. 

Each advance shall create an indebtedness to the Government on the part of 
the Contractor in the amount of the advance, subject to liquidation as specified 
in Article VI hereof, and shall bear interest at the rate of five percent (5%) per 
annum upon the outstanding balance from the date of the advance to the date 
of liquidation. 

ARTICLE V. Security. 

The advances made by the Government to the Contractor, pursuant to Article 
IV hereof, shall be secured by the Contractor’s promissory note or notes, in form 
satisfactory to the Government, payable three years from date hereof or upon 
termination of this Contract, whichever date first occurs, bearing interest at the 
rate of 5% per annum and bearing, in addition, the unqualified guarantee of the 
Moneta Porcupine Mines, Limited, a corporation organized and existing under 
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the laws of the Province of Ontario, Canada, and of the Berens River Mi 
Limited, a corporation organized and existing under the laws of the Pro 
of Ontario, Canada 

ArricLe VI. Liquidation of indebtedness 

The indebtedness of the Contractor to the Government, for advances mad 
der Article IV hereof and evidenced by the promissory note or notes referred 
n Article V hereof, shall be credited with U. S. $0.113 for each pound of rece 
ble nickel contained in the ore produced in the Mining Property, determir 
raph 7 of the Ore Agreement, w! 
under the terms of said Ore Agre. 








n accordance with the provisions of par 





s delivered to and accepted by Falconbri« 


ment Such credits shall be effective upon the first day of the calendar m 
following the month of delivery to the Government of (1) Contractor's prope 
certified invoice atisfactory to the Government, showing the amount of ere 


aimed; (2) certified weight certificates and certificates of analysis for nicl 
overing the ore for which credit is claimed; (3) properly executed receipt 
receipts showing rec eipt of and acceptance by Falconbridge of the ore for wh 
the credit is claimed and the date of such acceptance. The credits becomi 
effective, shall be first applied to accrued interest and then to principal. <A) 
inpaid balance of principal and interest outstanding at the time of the termi 
tion of the Contract shall become immediately due and payable 

ArTicLE VII. Termination 

The obligations of the parties hereunder shall cease and this Contract sha 
2 teri nated except that the obligations of the parties hereto with respe 


the credit for wl quantity of ore as may have been delivered hereunder pI 
to the time of such termination and with respect to repayment of outstandi: 
alances upon advances made, shall remain in full force and effect until d 
charged iccordance with the terms hereof) eithe1 


a on December 31, 1954 
(b) upon the acceptance by Falconbridge of a quantity of ore produ 
the Mining Property containing 4,104,000 pounds of recovera 
determined in accordance with the provisions of the Ore Agreement: 
) upon the termination of the Ore Agreement ; 


whichever of the above events. (a). (b). or (e), first occurs 
\rticLe VIII. Reports 
rhe Contractor shall furnish the Government from time to time, but not les 


requently than quarterly, such reports as it may reasonably require, including 
but not limited to: 

ogress and costs of the preparation of the Mining Property ; an 
b) the production and delivery of ore produced in the Mining Property) 


ul costs related thereto. 


(n) he p 


Che Contractor shall also furnish the Government with copies of any interin 


financial statements which it may prepare for its own use during the fiscal 

year during which this Contract is in effect, furnish the Government with ar 

lit statement prepared by an independent chartered accountant show 
the result of its operations for such fiscal year 

ARTICLE TX Addresses 

Unless otherwise specified : 

(a) Notices by the Government to the Contractor provided for in fl 
Contract shall be addressed to: Milnet Mines Limited, Suite 1505, 320 Bay 
Street, Toronto, Ontario, Canada 

(b) Notices by the Contractor to the Government shall be addressed to 
Administrator, Defense Materials Procurement Agency, Washington 25 
D. C 


or such other address as either party for itself may specify to the other in 


| 


writing 

ARTICLE X, Compliance with applicable laws 

In the performance of this Contract, Contractor shall comply with and give 
all stipulations and representations required by any applicable law, or any 
ipplicable rules, orders, regulations, or requirements of any government body 
but nothing herein contained shall be considered as preventing Contractor from 
contesting in good faith the validity of such law, rule, order, regulation, o 
requirement or any charge that Contractor has not complied therewith 

ARTICLE XI. Contingent fees. 

The Contractor warrants that no person or selling ageney has been employe 
or retained to solicit or secure this Contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 


employees or bona fide established commercial or selling agencies maintained 
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Contractor for the purpose of se g busine For breacl I 
s warranty, the Government shall e tl right to annul this Cont! 
hout liability or in its discretion to deduct fri he Cor price I 
eration the fu amount of wh commissior ercentage. brokerage 
ngent fee 
LE XII res f member of Congre 
No member of or delegate to Congress of the United State ot Ame! a I 
dent commissioner, shall be admitted to any share or part of this Contract 
any benefit that may arise therefr« ‘ it this provision sha rt be 
rued to extend to this Contract if made with a corporation fi its gene 


{ 
ricLE XIII Aecess to books and records 
he Contractor agrees that tl 
while the Contract is in effect, and for a period of three 
years thereafter, have access to and the right to exar 
documents, papers and records of the Contractor involving transactions 
ted to this Contract 
\rTIcLE XIV. Assignment 
The Contractor shall not, without the prior written consent of the Gover 
n, or pledge this Contract or any of its rights, powers, privileges 


ie Government o ny of its du uthorized 





esentatives shall 








tions thereunder: provided, however, that anv moneys due o1 





ecome due under this Contract, but not including any advances made or 
e made hereunder, may be assigned by the Contractor to a bank, trust 
mpany or other financial institution, including any Unite i 


gency, pursuant to and in accordance with t 


the Assignment of ms Act of 

40. as amended (31 U.S. C. 208, 41 U.S. C. 15) 

\ rights, powers, privileges, duties or obligations under this Cont t sha 
re to any successor or successors of Defense Materials Procurement Agency 


inv branch or agency of the Government to which the Defense Materia 





Pri irement Agency sha hereafter delegate or assig! ts authority to 
the Government hereunder 
\rTicLeE XV. Force majeure 
the performance of any part of this Contract by either the Contractor o1 
e Government is prevented, hindered, or delayed by reason of any cause o1 
es beyond the respective control of the Contractor or the Government, and 
ch cannot be overcome by due diligence, then the Contractor or the Gover! 
t, as the case may be, shall be excused from such performance during the 
mtinuance of any such happenings or events lor this provision to become 
erative, the Contractor or Government, as the case may be, shall give to the 
r, within ten (10) days after the occurrence of such happenings or event 
tten notice thereof, together with a state t setting forth the facts in evi 
nee, and, upon the conclusion of such happe gs or events, sha notify the 
her in writing of such termination within ten (10) days Any refusal ¢ 


ilconbridge to accept ore produced in the Mining Property, pursuant to Par 

raph 10 of the Ore Agreement, shall be considered force majeure for the pur 

oses of this Contract The period of time sp fied in Article VII i) hereof 
ll be extended but not beyond the limit specified in Article XIX hereof, b 


he duration of any suspensions of performance pursuant to the terms o 


Article 


ARTICLE XVI. Default 
Notwithstanding any other provisions of this Contra the Government, m 
notice in writing to the Contractor, cancel this Contract or any part thereof 
any time, without payment of damages or penalty of any kind for sucl 
ellation, in the event (a) a receiver quidator, or trustes ppointed fo 
itractor or its property, 
f creditors, or Contractor becomes insolvent, or a petition is filed by or agains 
ontractor pursuant to any of the provisions of applicable law, for the purposs 
f adjudicating Contractor a bankrupt, or for the reorganization of Contracto 
r for the purpose of effecting a composition or rearrangement with Contractor 
{ 


y, or Contractor makes an assignment for the benefit 





editors, and such receiver, liquidator, or trustee is not discharged or any sucl 
etition filed against Contractor is not dismissed within sixty (60) days; (b 
f the liquidation or dissolution of Contractor f Contractor is a corporatior 

vhether voluntary or involuntary: (c) of default by Contractor in the pe 
formance of any of the terms, conditions, or covenants of this Contract at 

mendment or supplement thereto, if such default is not cured within th 


30) days of notice thereof, from the Government to the Contractor ! f the 
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determination by Government that Contractor obtained this Contract for 
purposes of speculation 


ARTICLE XVII. Nonwaivet 
he failure of either the Contractor or the Government to insist in any on 
ore stance ipon the performance of any of the terms, covenants 

onditions of tl Contract, shall not be construed as a waiver or relinquishment 
of the future performance of any such term, covenant, or condition by the other 
party hereto, but the obligation of such other party with respect to such future 
performance all continue in full force and effect 

ArTICLE XVIII. Modifications. 

No oral statement of any person shall modify or otherwise affect the terms, 
conditions, or specifications of this Contract. 


ARTICLE XIX. Cancellation. 

Notwithstanding any other provision hereof, this Contract shall automatically 
terminate without penalty as to any portion of the Contract remaining uncom- 
jieted after three (3) years from date hereof, except that the obligation to 

pay to Government any outstanding balance of interest and principal upon 
udvances made, shall remain in full force and effect until fully discharged. 

IN WITNESS WHEREOF, the parties hereto have caused this document to be 
duly executed on the day and year first above written. 


Unrirep STATES OF AMERICA 
(Acting by and through Defense Materials Procurement Agency), 
Jess Larson, Administrator. 
MILNET NINES LIMITED, 
By F. R. Burton, President. 

Attest 

CORPORATE SEAL] By E. E. Rrrceuwtre, Secretary-Treasurer. 

Senator MALone. That is true, but 1 do not want every Senator to 
have to vo through what I am going through. You could make some 
~tatement that we can understand and then submit the contract as an 
exhibit, whatever number it may be, exhibit No. 4. 

Mr. Forp. May I look at the chart for a second ¢ 

(Mr. Ford examined the document. ) 

Senator Matone. I am beginning to understand in a general way 
why no one ever understood what you people do over there. 

Mr. Forp. Under the Milnet contract, the nickel is 56.66 cents per 
pound plus changes in the market. 

Senator Matone. That is a floor price? 

Mr. Forp. Yes, sir. 

Senator MAtong. Then let us just say that. Would you mind say- 
ing that for the record ¢ 

Mr. Forp. That is a floor price of 56.66 cents. 

Senator Mavone. But you pay the market if it is above that? 

Mr. Forp. Yes, sir. 

Senator Mavone. That will save a lot of time. 

Now, the next contract which you may have with Canadian com- 
panies. 

Mr. Forp. Those are all the Canadian contracts that we have. 

Senator Martone. For copper or nickel ? 

Mr. Forp. Those are all that we have for copper. We have another 
contract for nickel. 

Senator Maxone. It is all the copper contracts, in any case, that 
you have in Canada ? 

Mr. Forp. Those are all the copper contracts. 

Senator Matonr. Do you have additional nickel contracts ? 

Mr. Forp. Yes,sir. Wehavea nickel contract with Western Nickel, 
Ltd. 

Senator Martone. How much nickel do you get and at what price 
und how much money did you give them ¢ 








> 


ot 
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\fr. Forp. The nickel is a total of 28,000 tons, and the annual pre 
on is 3,000 tons per year 

Senator Martone. How long does a contract rw 

Mir. Forp. The contract runs for a period of 7 years 

Senator Martone. ‘That would not produce 28,000 tons at 3,000 tons 

veal 

\ir. Forp. That is correct. The excess there. the exe over th 
O00 tons, 1 eset that we will buy if they produce it. 

Senator Martone. They do not ouarantee to give you the 28,000 


itall: thev guarantee you 21,000. 
Mr. Forp. 21,01 
Senator Martone. You will get the other 7.000 tons if they see fit 
ell it to you’ 
Mr. Forp. Yes, sit 
Senator Matone. But they do not heve to sell it to you ? 
Mr. Forp. That is right. 
Senator Matonr. Why do you not have 21,000 tons, then, and then 
t have a footnote that if you agree on an additional 7,000 tons, you 
will get it? That is what the contract means, is it not? 


Mr. Forp. Yes, sir. 

Senator Matonre. How much money did you give them ? 

Mr. Forp. There was an advance ot $3 million. 

Senator Matong. Do they repay it ¢ 

Mr. Forp. ¥ es, sir, they repay it. 

Senator Matone. With interest ? 

Mr. Forp. With interest at 5 percent. 

Senator Matonr. How is it repaid / 

Mr. Forv. As the nickel is produced. 

Senator MALoNnr. They are credited with the nickel they deliver 
so much a pound, or do you pay them the money for the nickel and 
they repay the money 4 

Mr. Forp. We pay them the money for the nickel and then they 
pay the money. 

Senator Matone. At what intervals? 

Mr. Forp. Quarterly. 

Senator Matonr. Over what period are they supposed to repay the 
money ¢ 

Mr. Forp. Over the period of = the 21,000 tons, or the 7 
years of the contract. In other words, if f they produce the 21,000 
tons prior to the 7 (-year term of the contract, then it pays out before 
the contract expires. 

Senator Martone. I would like to ask you a very practical question. 
Apparently it has not been made clear so far. Suppose you pay them 
for the last nickel they deliver and at the end of the quarter they 
are supposed to repay the remainder of the $3 million. Suppose they 
do not pay it. What would you do? 

Mr. Forv. I think when that situation arises, we would probably 
have a pretty good understanding as to the repayment of the balance 
of the advance before we let the money go for the material if there 
Was any question about it. 

Senator Martone. I was just wondering why that was not in the 
contract. In other words, suppose they missed one of these payments 
Do you keep paying them for the nic kel ? 


10; yes, sir. 
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Mr. Forp. Oh, no. 

Mr. Meptry. No, sir. 

Senator Maronr. What does the contract say about. it / 

Mr. Mepiry. I am not familiar, Senator, with the provisio1 
the contract, as Mr. Ford is, but in the payment of funds there 
general statute which permits you to make setoffs against any amo 
due the Government. So if the ‘vy became delinquent, we would ; 
payments for the nickel against their claims. 

Senator MALONE. You would simply credit them with so mui 
ound for the metal thes delivered ? 

Mr. Meptey. Yes, s 

Senator MALonr. ea vou sure vou have nothing in the conti 
about this at all? 

Mr. Greener. If I may, Senator, the particular contract we 
ad lressing ourselves to now prov ides for security. We have secu 
on the property in Canada. 

Senator Manone. I have asked that question at least 5 times a 
never have had an answer to it. This is the first one. 

Mr. Greene. In this case we would have it. Usually we do 
SE¢ urity. 

Senator Martone. Do you have security in each one of these ec 
racts? [asked that question before. 

Mr. Greene. On the one to which you addressed yourself befo 
Senator, I think we not. 

Senator Martone. Is this the only one you have security for? 

Mr. Greene. No, sir. For all domestic we have security. 

Senator MALone. You always make the citizens pay up, but I 
talking now about when you are dealing with other people. 

Mr. Greene. In this one we have security not only on the facilit 
being built, but there will be security on the ore body for what 
is worth. j 

Senator Matonr. Now you are talking business. This is the fi 
time. 

Is the the only one you have that sort of arrangement with / 

Mr. Greene. In Canada, I believe that is right. 

Senator Martone. Why do you not have it on other contracts ? 

Mr. Greene. If I may, Senator, on the international nickel 
tract, that was a straight purchase and sale: so if they did not deliv 


we did not pay. There was no advance, so there was no fee for 
Senator Manonr. Of course, I am not talking about that at all: | 
am talking about when you lay out the cash. It is not customa 


to deal kindly with a domestic producer. Can you imagine one 
these other nations, after you read this document, _—— a contra 
with a producer in this country without some assurance of repayment 
of cash? Of course, in the first place, could you imagine any oth 
country but us putting out cash ? 

Mr. Greene. I can imagine it. I do not know if it has happen 

Senator Matonr. That is about what it would be. I am n 
objecting to anything. We are trying to establish a record here t] 
the other members of the subcommittee can thumb through and s* 
generally what we are doing. 

Mr. Greene. I might say to the Senator, generally, for the recor 
that where it is possible)s DMPA—now GSA—has obtained securit 
from foreign producers of metals and minerals. 
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Senator M ALONE. It is not yossible in any one except this contract ? 
You just said you did not think you had any security except on this 
contract. 

Mr. GREENE. That is in Canada, sir. _ other countries where the 

ituation is applicable, we have obtained such security that we were 
dale to obtain, takine into conside haiion that we were dealing on an 
international basis. Sometimes your security is not worth the paper 
it is written on. 

Senator MALONE. We are going to go into these international con- 
tracts. Of course, I can see that on a scarce metal you have to take 

chance sometimes, but I am trying to establish what that chance 
is you have totake. When you give a few million dollars to : a company 

“Morocco—and we will come to that pretty soon—certainly you 
ought to have what would amount to a mortgage on the equipment 
purchased with this money and the mine or whatever it is. I doubt 
if you have it, but we will come to that. 

Mr. GREENE. Whatever was obtainable, Senator, we did. 

Senator Mauone. It is alw: ays obt: inab le if you are dealing with 
a company that wants to sell, but it is too late after you make the 
contract. I am talking about where you put out the money. When 
you just make a contract to buy material, if they do not deliver, you 
do not pay. Everyone is intheclear. Iam not passing any judgment 
on this type of contract that we have been voIng over this morning, 
because until we get the whole picture, we do not know; but it does 
seem to me that even the Government would have a little gumption 
and make contracts with responsible and not 11 responsible companie . 

On this one we are discussing now, the Western Nickel, Ltd., you 
do have a mortgage or what amounts to a lien on the property ? 

Mr. GREENE. We have security. 

Senator Martone. You have a lien on the property ? 

Mr. Greene. Yes, sir, we have a lien on the property. 

Senator Maronr. That includes all of the equipment installed? 

Mr. GREENE. Yes, sir. 

Senator Matone. For the $3 million advance? 

Mr. Greene. Yes, sir. 

Senator Matong. You would never allow a payment to be made for 
metal unless they were at least even with you in the repayment of the 
loan. Did I understand you to say th: at ? 

Mr. Meptey. That is correct, 

Senator MAuone. That is t Big first time we have had that in the 
record. 

Thank you very much. 

Is this Western Nickel, Ltd., one of the smaller companies that make 
up that 2 or 3 percent ? 

Mr. Forp. They have never produced any nickel. It is an entirely 
new venture. 

Senator Martone. You will submit a copy of that contract, what 
ever numbered exhibit it is, and with all of these contracts th e names 
of the officials of the company, with their addresses, and of course the 
address of the company itself. 


Mr. Forp. Yes, sir. 


89888—54—pt. 2——-15 
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(The information referred to follows:) 


WESTERN NICKEL, LTp., 744 West HASTINGS STREET, VANCOUVER, B. C., 
DMP-8&2 


CANADA 


John Drybrough, president 

James A. Pike, vice president and manager 
Col. Victor Spencer, vice president 

A. B. B. Carrothers, secretary-treasurer 


Contract No. DMP—&82 BETWEEN UNITED STATES OF AMERICA AND WESTERN NICKE! 
LIMITED (NONPERSONAL LIABILITY ) 


THIS CONTRACT, entered into between the United States of America, acting by 
and through DEFENSE MATERIALS PROCUREMENT AGENCY, itS successors, assign 
and duly authorized representatives (hereinafter called the “Government”) pu 
suant to the authority contained in the Defense Production Act of 1950, 
amended, and Executive Order 10161, as amended and supplemented, and Wes 
ERN NICKEL, LIMITED (nonpersonal liability), a private, limited liability compan 
incorporated under the laws of the Province of British Columbia, Canada (| 
inafter called the “Contractor” ), 

WITNESSETH 


WHEREAS the Contractor has recently been organized by Pacific Nickel Min 


Limited (nonpersonal liability) (hereinafter called “Pacific N 
mont Mining Corporation (hereinafter called “Newmont’’), 


which own all the 
outstanding shares of the Contractor (« xcept directors’ qualifying shares), t 


acquire, develop and operate the properties referred to in Article I hereof 
WHEREAS the Contractor has issued, or will issue, to each of Pacific Nickel 
Newmont interest-bearing 


here 





ckel”) and \ 


g income notes or shares for the amount of ady ee 
mad or to be made to the Contractor by Pacif Nicke and New 


mont, wi 





notes, if any, are payable from profits from produet , and which notes or 
are or will be in the aggregate amount of $1,750,000: and 
Wr A { ntracto is represented that deposit of nickel he ! 0 
known to ist the aforesaid | ( ‘ ind in ad l » THESE now ( 
Ss, oe \ ( irvey ( l ( i ( pil ( ] j ~ } 
t ( add hat of resel wma 
\ hA { Grove f t t ¢ he nation 
a ! ] ) ( ( the exy deve pment } ] nit 
hea re al é edite and expand t product ‘ n ely 
etre nd 
Wi he Contra r i ! t } } Governn f ) ’ 
1 I f obit \ 
j erat f the mutual pron here COT ! 
( ( | ‘ l ee a ti ws 
\ EI. C I | \ hts 
\ i { t I re t ] the ow T Lor nd ent ¢ 
the ! f ther than ¢ in t e1 ce . 
l P c Nicke uate in the New Westminste Assessn t D 
Yale I ¥ » Distr British Columbia, it ling the prop 
din Part O1 of Exhil A, ched hereto and de a part hereof, an 
t} ep per s are fre fror claims, liens or encumb Y se othe t} 
h 0 1! iid P One of Exhib \ 
sae ( I ‘ hat P fic Nic} signed i n N 
vember 14, 1952 ts hts nnder an Option Agreement between Pacific Nic 
( On Lee dated Angust 7, 1952 ith respect to the prope isted 
Part Tw ‘id Exhibit A hed hereto and made a part hereof, and 
l s OSSE nd entitled to possession of said properties, and agrees 
! the ( itor deems it advisable from an engineering and 
econo! indpoint to exercise such rights under said Option Agreement 
will, prior to the commencement of the Production Program, take whateve 
steps are necessary on its part to obtain the interest in said properties pr« 
vided for in said Option Agreement and in the assignment thereof from Pacifi 
Nickel to the Contractor 


cj i} ( 





ontractor a 





‘ rees to devote the properties referred to in paragraphs 
{ and B of this Article I, and all existing improvements, facilities, buildings 


nstallations and appurtenances thereon, to the purposes of the Exploration and 
Development Programs referred to hereinafter, without any 


charges by the 
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Coutractor for the use, rental value, depreciation, depletion or other costs of 
equiring, owning or holding possession thereof, 

ArTICLE II. Exploration program 

The Contractor shall immediately commence work or continue work already 
ommenced in or upon the properties referred to in Article I hereof on an 
Exploration Program for the investigation of certain anomalies believed to 

ntain nickel ores, and shall bring the program to completion on or before 
September 30, 1953. The work to be performed is more fully described in Ex 
hibit B, attached hereto and made a part hereof. The Contractor shall carry 
ut the Exploration Program at its own expense at an estimated cost of $425,000, 

luding funds already expended since October 1, 1952. Upon completion of 
the Exploration Program, the Contractor shall furnish the Government with a 
etailed written geological and engineering report, certified by the Contractor 
s being a true and correct statement of the matters contained therein, which 
shall include an estimate of ore reserves and information on the nature and 
ope of the work, the results accomplished, and the costs of the work 

ArntTIcLE ILI. Development program 

After completion of the Exploration Program and submission of the report 
thereon, referred to in Article II hereof, the Contractor on or before October 10 
1953, shall begin work in or upon the properties referred to in Article I hereof, 
on a Development Program for the development in depth of certain known ore 
bodies and for the development of ore indicated in anomalies established by the 
veophysical survey, and shall bring the program to completion on or before May 
31, 1954. The work to be performed is more fully described in Preliminary 
Exhibit C which is attached hereto and made a part hereof Promptly after the 
completion of the Exploration Program, referred to in Article II hereof, the 





Contractor shall prepare and submit to the Government for its approval a Final 
Exhibit C which shall be based upon the data obtained from the Exploration 
Program. Immediately upon such approval, Final Exhibit C shall be 1e part 
f this Contract The Government shall participate in the cost of the develop 
rk as hereinafter m ice I} work shall be performe ] he ¢ 
ctor or by independent ntractor or contract . efficiently, expert it i 
rkmanlike manner, in accordance with good m ng standards an British 
( unbia and Canadia regulations for he h and safety and for workmen 
( pensation and employers’ liability insurance, and with suitable and adeqi 
equipment, materials, and labor to bring tl project to completion thin t 
t e fixed The Government shall have the } to enter and obs« ean 
ect the work all reasonable time and e Contractor hall provide the 
Government with all available means for doing so Che Government may con 
ich with and advise the Contractor on all phases of the work Repayment of 
| amount of the Government’s participation n the Development Program 


Article IV. Cost of the development progral 


The agreed maximum cost of performit the development work. as s fort} 
n Preliminary Exhibit C, is $750,000, provide however, that the Contractor 
ll endeavor to perform the work as economically as possibl The Govert 
( shall participa in the ost of the deve I work t } exten f fifty 
| ent 0%) of the a ( ( ) the des 1 ¢ 
ecification for the development k s rth in this Cor i \ 
Gove ment’s pa icipation not t exceed S3275,.000 in the geregate provided 
that until the Contractor fina! por nd final accounting have beet 
endere to the Government and any fil che or auditing required } 
Government has bee! ide and a final settlement of the Development Progr 


has been consummated, the Government may withhold from the last voucher 


vouchers such sums as it sees fit not in excess of ten percent (1( ) of the 
mum total which the Government might have been called upo t pay 

der the terms of the Contract: and pro. ded further that the cost of the work 
which the Government shall participate shall not include general overhead or 
corporate management expenses of any kind, interest on capital employed or 


on borrowed money, Canadian, Provincial or local taxes other than payroll 
and sales taxes, if any, or any other ind ; 

irred before the date of execution of this Contract The Government shall 
reimburse the Contractor for fifty percent (50%) of actual costs as they accrue 
and after such accrued costs have been paid in full by the Contractor; provided, 
however, that the Government shall make an advance in the amount of $45,000 
to the Contractor at the time of commencement of work under the Development 


irect costs, or costs of any nature in 
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Program, said advance to bear interest at the rate of five percent (5%) per 
annum f1 the date of the advance and to be repaid at the rate of $22,500 with 
accrued interest, in each of the first two months immediately following the month 
in which the Government’s aggregate reimbursement of the Contractor under 
the Development Program, up to and including that month, totals not less than 
$275,000. Repayment may be made in whole or in part by deduction by the 
Government from the Contractor's invoices of the amounts due. 

ARTICLE V. Reports, accounts, audits. 

A. Progress Reports.—The Contractor shall provide the Government with re- 
ports (5 copies) of work performed under the Contract, in form satisfactory to 
the Government, other than work performed under the Exploration Program 

1. Development Program: Reports on the Development Program shall be made 
monthly and shall include surface and/or underground engineering-geological 
maps or sketches showing the progress of the development, with assay reports 
on samples taken concurrently with the advance in mineralized ground. These 
progress reports shall constitute both the Contractor’s invoice of work performed 
on the project during the period covered by the report and its voucher for pay 
ment by the Government, unless the Government requires the use of a standard 
voucher form with invoice attached. They shall be certified by the Contractor 
as follows 

“T certify that all cost of the work covered in this report have been paid, and 
that this bill is correct and just.” 

2. Production Program: Progress reports on the Production Program, re- 
ferred to hereinafter, shall be made from time to time but not less frequently 
than quarterly and shall include without limitation (1) the progress of the con- 
struction and costs of the facilities; (2) the production and distribution of nickel 
ores and refined nickel hereunder, and costs related thereto; and (3) financial 
statements, including at least a balance sheet and profit and loss statement. 
Interim reports covering these matters may be prepared by the Contractor with 
out certification, but reports as of the close of the Contractor’s fiscal year shall 
be certified by a certified public accountant or chartered accountant. 

B. Final Report Upon completion of the Development Program or termination 
of the Contract, whichever is earlier, the Contractor shall provide the Govern 
ment with an adequate geological and engineering report (5 copies), including 
an estimate of ore reserves resulting from the Development Program. 

C. Compliance with Requirements If, in the opinion of the Government, 
any of the Contractor’s reports are incomplete or insuflicient to enable the Gov 
ernment to determine whether the work performed and the costs thereof are in 
accordance with the terms of this Contract, the Government may procure the 
making or completion of such reports as an expense of the Development Program, 
and the Government may withhold approval and payment of any vouchers if it 
deems the reports incomplete or thus insufficient. 

D. Accounts and Audits of the Development Program The Contractor shall 
keep suitable records and accounts of the work performed under the Develo} 
ment Provram, which the Government may inspect and andit at any time. The 
Government may, at any time, require a check of the development work per 
formed and an audit of the Contractor’s records and accounts pertaining thereto 
by a certified public accountant or otherwise, the cost thereof to be treated 
as a cost of the Development Program. Upon completion of said Program or 
termination of the Contract, the Contractor shall render a final account and 
statement of work performed under said Program. 

ArtTicLe VI. Production program. 

\. Promptly after completion of the Development Program, the Contractor 
shall notifv the Government in writing whether or not it desires to proceed 
with the Production Program. If such decision be in the negative, then the 
Government shall have no obligation to make any further advances to the 
Contractor, and the Government’s disbursements, with interest, shall be repaid 
in accordance with the provisions of Article XVI hereof. If such decisio1 
be in the affirmative, the Contractor shall furnish the Government with a written 
statement which shall contain the following: 

1. a detailed description of the Production Program which the Contractor 
proposes to follow; 
2. the reasons to justify such a Program; 

3. a current estimate of the commercial nickel ore reserves in the prop 
erties described in Article I hereof which estimate shall be based upon 
results of the Development and Exploration Programs ; 
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4. a current estimate of capital, construction and operating costs of 
the Production Program; and 
5. evidence satisfactory to the Government: 

a. that the Contractor has complied with, or is willing and able 
to comply with, all requirements imposed by Sherritt Gordon Mines 
Limited (hereinafter called Sherritt Gordon) as a condition to its 
commitment to treat the nickel concentrates of the Contractor; 

b. of the willingness and ability of Sherritt Gordon to treat the 
Contractor’s nickel concentrates at the Fort Saskatchewan plant of 
Sherritt Gordon; 

ec. of the decision of the Contractor to proceed with the Production 
Program; and 

d. that Newmont has obligated itself, or Pacific Nickel and Newmont 





have obligated themselves, to the Contractor and to the Government to 
contribute to the Contractor not less than $950,000 to be used exclusively 
for the I Lue nm Program and not less than $1,750,000 in the aggre 
gate ed for the Exploration, Development and Production Pro 
gram amounts to be advanced to the Contractor as and when 
needed to carry out Contractor’s obligations hereunder and such obliga- 


tion to be made as an inducement to the Government to enter into this 
Contract and in consideration of the Government’s entering into said 
Contract 
B. If the Contractor has performed all its obligations under the Expl 
Development Programs and decides to proceed with the proposed P1 
Program and if the Government also decides to proceed with said Prog 
Government shall notify the Contractor in writing of such decision. The Con- 
tractor shall then immediately commence work in or upon the properties referred 
to in Article I hereof on a program of preparation of said properties for the 
production of ore therefrom and construction of facilities necessary for the pro- 
duction of nickel concentrates from which not less than 6,000,000 pounds of re- 
fined nickel may be recovered annually (said Program herein being called the 
Production Program). The work to be performed is more fully described in 
Preliminary Exhibit D, attached hereto and made a part hereof. Promptly 
after the completion of the Development Program, referred to in Article III 
hereof, the Contractor shall prepare and submit to the Government for incorpo- 
ration in this Contract a Final Exhibit D which shall be based upon the data 
obtained from the Development Program. The Government shall participate in 
he cost of this work as hereinafter provided. The work shall be performed 
the Contractor or by independent contractor or contractors, efficiently, ex- 
pertly, in a workmanlike manner, in accordance with good mining standards and 
British Columbia and Canadian regulations for health and safety and for work- 
men’s compensation and employers’ liability insurance, and with suitable and 
adequate equipment, materials, and labor to bring the project to completion within 
the time fixed. The Government shall have the right to enter and observe and 
inspect the work, including the Contractor’s operations under this Contract, at 
all reasonable times, and the Contractor shall provide the Government with all 
available means for doing so. The Government may consult with and advise 
the Contractor on all phases of the work. 
ARTICLE VII. Cost of construction of facilities under the production program 
A. The Contractor shall endeavor to perform the work as economically as 
possible. The agreed maximum cost of construction of facilities under the 
Production Program, including $500,000 working capital, is $3.575,000, consisting 
of the sum of (a) $2,625,000 to be advanced by the Government and (b) $950,000, 
which shall include said $500,000 working capital, to be provided by the Con 
tractor. Upon the Contractor’s written request from time to time, the Govern 
ment shall advance to the Contractor, in an aggregate amount not to exceed 
$2,625,000, its proportionate participation in the cost of construction, and the 
Contractor shall provide its proportionate participation in the cost of construc- 
tion as follows: With respect to the amount needed by the Contractor for con- 
struction at any time, as set forth in the Contractor’s written request referred 
to above, the Government shall advance 85.4% of said amount; and the Con 
tractor shall provide (i) 14.6% of said amount plus (ii) an additional amount 
equal to 10/9 (50/45) of the amount required to be provided under clause (i) 
above, which additional amount shall constitute the proportionate share of work- 
ing capital to the Contractor’s participation under said clause (i) 
B. The Contractor shall maintain a separate bank account or accounts, in 
a bank or banks to be approved by the Government into which the advances 
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made by the Government shall be deposited It will not commingle such fy 
advanced by the Government with any other funds 

C. The advances made by the Government shall be expended by the Contra 
only in accordance with, and pursuant to, a schedule of estimated expendit 
which has been approved by the Government. Each request for an advance sl 
be supported by a cash flow sheet showing estimated requirements over reaso 
able future periods, and the Government will advance its proportionate 
ticipation in such estimated requirements for a forward period of not less than 
thirty (350) days As the construction of the facilities under the Product 
Program progresses, the Contractor will also furnish promptly a monthly st 
ment of cumulative costs, in form and substance satisfactory to the Governny 

L), The Contractor shall place working capital, as provided in paragraph A 
of this Article, in a special account (other than those provided for in paragray 
B of this Article) Until the date of commencement of production 
hereinafter: 

1. Working capital deposited in this account may, with the Government 
approval, be invested in United States Government securities and high-vra 


as detine: 


security bonds, such securities and bonds, however, to be deposited with the 
Government 

2. Any withdrawals from this account, including those required for the pu 
chase of new United States Government securities, high-grade security | 
and overruns on construction costs, will be supported by a cash flow sheet to 
be approved by the Government showing requirements for the expenditures 
to be made for the period covered by said cash flow sheet and will require the 
countersignature of an authorized agent of the Government. 

ARTICLE VIII. Purchase and sale of nickel. 

A. Firm Quantities lhe Contractor agrees to sell and the Government agrees 
to buy forty-two million (42,000,000) pounds of refined nickel in accordance 
with the following minimum cumulative delivery schedule: 


onds 


Pounds 


By March 1, 1956 akigsiteadinendi . bare 6, 000, 000 
By March 1, 1957 ’ ‘ 2 12, 000, 000 
By March 1, 1958 ; _-- 18, 000, 000 
By March 1, 1959 = sedan : 24, 000, 000 
by Mareh 1, 1960 . a me eee, Fe 
By March 1, 1961__- j : 26, 000, 000 
By March 1, 1962 12. O00, 000 
B. Contractors Option During the seven (7) year period beginning Janua 


1, 1955 and ending December 21, 1961, the Contractor all have the option t 
sell to the Government, in addition to the foregoing quantities, up to two million 
(2,000,000) pounds per year of refined nickel during the years 1955 through 
the end of 1961, and as and when such option is exercised, the Government shall 
buy up to two million (2,000,000) pounds of refined nickel a year, provider 
however, that if the option is not exercised in whole, or is exercised in part 
in any one year, the unexercised portion of the option shall nevertheless 
terminate for that year and shall not carry over into any succeeding year; 
and provided further that at any time when, and as long as, the Contractor 
is in default in its deliveries of refined nickel in accordance with the minimur 
cumulative delivery schedule set forth in paragraph A of this Article, the Cor 
tractor’s option to sell and the Government’s obligation to buy and accept 
deliveries of said additional quantities of refined nickel shall be suspended 
but shall recommence whenever said default is cured. The Contractor’s optior 
with respect to each year, shall be exercised by delivery of three (3) months’ 
written notice to the Government, which notice shall be delivered on or before 
the end of the year immediately preceding. Deliveries of said additional quanti 
ties shall be made as promptly as possible but in no event later than June 30, 1962 
C. Government's Option.—During the seven (7) year period beginning January 
1, 1955, and ending December 31, 1961, the Government shall have the option to 
buy from the Contractor, and when such option is exercised the Contractor agrees 
to sell additional quantities of refined nickel up to one million (1,000,000 
pounds per year; provided, however, that such option shall not be exercised to 
the extent that it will require the Contractor to deliver under this Contract 
more than eight million (8,000,000) pounds of refined nickel in any one year 
The Government’s option to purchase refined nickel shall be exercised by de 
livery of three (3) months’ written notice to the Contractor, which notice shall 
be delivered as promptly as possible after receipt by the Government of notice 
of exercise of the Contractor’s option, or if the Contractor’s option is not exer- 
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sed, then within the first quarter of the year in and for which the option is 
xercised. If the Government’s option is not exercised in whole, or is exercised 
n part in any one year, the unexercised portion of the option shall nevertheless 

rminate for that year and shall not ca! ry over into any succeeding year 

D. Failure of either party to exercise its option, with respect to one or more 

irs shall not constitute a waiver or relinquishment of its right to exercise 

option with respect to any other year or years to the extent set forth in 
aragraphs B and C of this Article. 

I. For the purposes of this Contract, refined nickel shall be defined as nickel 

powder. 
' FB, The provisions of this Article shall 
he Government decides to proceed with the Production Program and makes 
idvances to the Contractor in accordance with the provisions of Article VII 
hereof 

ARTICLE IX. Specifications. 

4. All refined nickel sold and delivered under this Contract shall meet the 
hemical requirements for electrolytic nicke! as set forth in National Stockpile 
Material Purchase Specification P-36 dated February 13, 1952, and as to physical 
equirements, shall be in the form of dises of approximately two and one-half 
nches (21%4’’) in diameter and one inch (1’’) thick, weighing approximately 
me (1) pound each, or in such other form as may be acceptable to the Govern- 
ment. The refined nickel shall have a clean surface, free from dirt, slag or 
other foreign material. As to packaging, marking and shipping, the provisions 
set forth in 3.a (2) and (4), relating to packaging, 3.b as to marking and 3.¢ as 

hipping, of the aforesaid National Stockpile Material Purchase Specification 
hall govern; provided, however, that with respect to sampling, inspection and 
nalysis, the provisions of Article XIII shall govern 

B. On April 18, 1951, Sherritt Gordon and the United States of America, acting 
by and through the Emergency Procurement Service of the General Services 
Administration, entered into Contract No. GS-OOP-461, as amended, for the 


uuirchbase and sale of nickel powder Since the Contractor’s nickel concentrates 


become operative oniy in the event that 


reunder will be treated by Sherritt Gordon pursuant to the same process by 


hich Sherritt Gordon treats its own nickel concentrates for the production of 
kel powder under said Contract No. GS-OOP—461, as amended, the specifica- 





ons of the nickel powder produced inder both contracts will be subst intially 
the same. Therefore, it is agreed that in the event the specifications for nickel 
powder set forth in said Contract No. GS—-OOP—461, as amended, are modified 

any way, the specifications set forth this Contract for refined nickel will 

o be amended so that they will not at any time be in conflict with the specifica- 
tions for nickel powder set forth in said Contract No. GS-OOP—461, as amended. 

ARTICLE X. Delivery point 

All refined nickel sold hereunder shall be sold and delivered f. 0. b. common 
arrier’s conveyance, Sherritt Gordon’s refinery, Fort Saskatchewan, Alberta, 
Canada. 
ArTICLE XI. Prices and currency 
A. On all refined nickel delivered under paragraph A of Article VIII hereof, 
ie price shall be the average market price per pound in Uni States dollars 
for electrolytic nickel cathodes, wholesale lots, f. 0. b. Port Colborne, Ontario, 
Canada, as quoted in the E. & M. J. Metal and Mineral Markets (or such other 
recognized trade publication as may be mutually agreeable to the parties), less 
ny United States duty or import tax included in said quoted price, for the 
respective calendar month in which deliveries are made, subject to the provi- 
sions of paragraph C of this Article. 

B. On all refined nickel delivered under paragraphs B and C of Article VIII 
hereof, the price per pound shall be either (1) the average market price per 


+} 





pound determined pursuant to paragraph A of this Article, or (2) 56.50¢ per 
pound f. o. b. common carrier’s conveyance, Sherritt Gordon's refinery, Fort 
Saskatchewan, Alberta, less United States duty or import tax, whichever of 
(1) or (2) is the higher, subject to the provisions of paragraph C of this Article. 

©. If nickel powder sells at the time of delivery at a premium above or a 
discount below the price of electrolytic nickel cathodes, the price for nickel 
powder sold and delivered under this Contract shall be the price computed in 
accordance with paragraphs A or B of this Article respectively plus such pre 
mium or less such discount. Publication of a price for powdered nickel after 
powdered nickel is produced by Sherritt Gordon appearing in the publication 
Engineering and Mining Journal, Metal and Mineral Markets (or such other 
trade publication as may be mutually acceptable to the parties) shall be con- 
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sidered as proof of such premium or discount If no price for nickel powder 
is so published, then the price shall be as determined in subparagraphs A and 
B above 

D. Unless otherwise specifically provided, all monetary references made 
this Contract are intended to mean the respective amounts in United St 
currency 











EB. Other charges All non-United States of America duties, taxes or charges 
general or local) now or hereafter imposed in respect to the refined nickel sold 
hereunder or in respect to the production, extraction, sale, exportation, trans 
portation, proceeds or value thereof shall be for the account of the Contractor, 
being tended that the refined nickel sold hereunder shall be delivered on 
board common ecarrier’s conveyance free of all non-United States duties, taxes 
or i! The Government shall make customs consumption entry at the 
poi of entry into the United States, and shall attend to all phases of United 
State mport duties and United States transportation or excise taxes whi 
shall be the Government’s responsibility and for the Government's account 
ARTICLE XI Payment 
Payment for each lot of refined nickel delivered by the Contractor hereunder 
hall be made promptly upon the presentation to the Government of (a) Con- 
tractor’s pr perly certified invoice, satisfactory to the Government, showing 
other thing lot, marks, (if any), pieces and weights, supported by a 
cr fied weight certificate (hb) certified weight certificates and certificates of 
analysis; (¢c) a copy of the receipted common carrier's bill of lading or storage 
certificate or certificates, satisfactory to the Government; and (d) such other 
iments and reports as may reasonably be required by the Government. 


Articre XIII. Weighin ampling, analyzing and inspection 
Contractor’s weights shall govern as to refined nickel delivered hereunder 


and the cost of weighing shall be for the Contractor's accoun The Government 
may at its election and expense have any and all deliveries hereunder weighed 
by a licensed weigher and sampled and analyzed by a recognized analyst, selected 
by it. Standard Specifications of the American Society for Testing Materials, 
: ; 


atest revision as of the date of this Contract, shall apply to the weighing 
sampling, analyzing and inspection of any refined nickel delivered und this 
Contract and in the investigation of any disputes that may arise from such 
weighing, sampling, analyzing and inspectior In case the weights found by a 
with those of Contractor, the weights of the 


licensed weigher shall be used and appropriate adjustments shall be made. Any 


licensed weigher do not a 





refined nickel delivered under this Contract which fails to meet the specifications 
set forth in Article IX hereof as determined by this Article shall not be cause 
for cancellation of anv deliveries hereunder but such refined nickel shall be 
deemed rejected and is to be replaced by the Contractor at its expense within 
thirty (30) days at the Government’s point of destination in the United States 
unless the Government, in writing, within thirty (30) days, notifies the Con 
tractor of its acceptance of such refined nickel under this Contract, and, in 
addition, the Contractor shall reimburse the Government for the cost of the 
handling, weighing, inspection, sampling and analysis of the defective nickel 
being replaced 

Arnticre XIV. Delivery and storage 

The Contractor shall do or cause to be done the following: 

A. Notify the Government in writing at least thirty (30) days in advance of 
the anticipated time of delivery to it of each lot of refined nickel hereunder, 
which notification shall state the character and approximate weight of each 
lot All firms and option quantities of refined nickel delivered hereunder shall 
he in minimum carload lots f. 0. b. Sherritt Gordon’s refinery, Fort Saskatchewan, 
Alberta 

B. Title shall pass to the Government upon issuance or endorsement to the 
Government of clean on-board bill of lading except as hereinafter provided with 
respect to refined nickel placed in storage. Tn no event shall any refined nickel 
be shipped to the Government or for its account unless and until explicit shipping 
instructions are furnished hy the Government 

In the event the Government shall fail to supply shipping instructions to Con 
tractor within forty-five (45) days after Contractor’s written notice to the 
Government of the availability of such refined nickel for delivery to the Gov- 
ernment pursuant to the terms of this Contract. or if the Government so requests, 
Contractor shall cause such refined nickel to be adequately stored at or in the 
vicinity of Fort Saskatchewan, Alberta, at reasonable charges and will cause 
storage certificate, in form satisfactory to the Government, to be issued therefor 


ind 
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Storage charges for a period of one calendar month shall be for Contractor's 
iccount Title to refined nickel placed in stora int to the terms hereof 
ll pass upon issuance of an acceptable storage certificate, and such refined 


ckel shall be considered as delivered for the purposes of this Contract 





( The Contractor shall, if the Government so desires, act as forwarding and 
hipping agent for the Government w thout additional expense to the Govern 





ut, to effect shipment of all deliveries in accordance with instructions to be 
rnished by the Government and to process all necessary shipping documents 


All costs, if any, incurred in placing refined nickel on board common carrier’s 
mveyance and handling charges in connection therewith shall be for the Con 
etor’s account: it being intended that the refined nickel be delivered to the 


Government free of all charges on board, except as otherwise provided herein 
With respect to refined nickel placed in storage pursuant to the terms hereof, the 
ontractor shall bear OnLy the cost of delivering the refined nickel to the place 


of storage, storage charges for the first calendar month, and an amount equal 
to any applicable Canadian or Provincial charges, including but not limited to 
export and port charges, if any, which would have been payable by the Con 
tractor if delivery had been made f. o. b. common ecarrier’s conveyance, Fort 
Saskatchewan, Alberta, on the date of storage 

ARTICLE XV. Repayment of the Government’s disbursements and advances 
poundage repayments. 

Disbursements by the Government under the Development Program shall bear 


interest at the rate of five percent (5%) per annum beginning on the date of 
production of the first twenty thousand (20,000) pounds of nickel concentrates 
at the facilities to be constructed under the Production Program upon the 


date shall be deemed to be the 





prope rties referred to in Article I hereof, 
date of commencement of production hereunder Advances by the Government 
under the Production Program shall bear interest at the rate of five percent 
5%) per annum beginning with the date of each advance. Interest shall be 
accrued on each disbursement or advance made hereunder on the basis of a 
365- (or 366-) day year, and shall be capitalized for the period prior to the 
beginning of production, shall be added to the amount of capital advances, and 
shall bear interest at the same rate, but interest shall not otherwise be com- 
pounded. All repayments of disbursements and advances by the Government 
shall be applied in the following order: (1) interest on disbursements and ad- 
vances ratably, (2) principal on advances under the Production Program, and 
(3) principal on disbursements under the Development Program Disburse- 
ments and advances by the Government shall be repaid in accordance with the 
following terms and conditions: 
\. Notes and Security Therefor. 

1. Disbursements by the Government under the Development Program 
shall be evidenced by a note or notes of the Contractor, in form and substance 
satisfactory to the Government, payable in accordance with the provisions 
of Article XVI hereof and the first sentence of this Article. Said note or 
notes are to be secured by the percentage royalty referred to in said Article 
XVI and by the same valid first and paramount mortgage lien, required un- 
der Article XV—A-—2 hereof as security for the note or notes evidencing ad- 
vances by the Government under the Production Program, when and if such 
valid first and paramount mortgage lien is required to be executed under the 
terms of this Contract. 

2. Advances by the Government under the Production Program shall be 
evidenced by a note or notes of the Contractor payable no later than Decem 
ber 31, 1961, in the manner set forth herein Said note or notes are to be 
secured by a valid first and paramount mortgage lien upon (1) the Contrac- 
tor’s interest in and to the properties described in Article I hereof, including 
all buildings, building installations, machinery, equipment, accessories, fix- 
tures and other facilities in or upon said properties: (2) all buildings, build- 
ing installations, machinery, equipment, accessories, fixtures, and other 
facilities acquired or constructed by the Contractor hereunder whether with 
(a) the proceeds of any disbursements or advances made by the Government 
hereunder or (b) with funds of the Contractor or obtained by the Contractor 
from any other source, or with both in any combination; (3) the credit bal- 
ance in the separate bank account or accounts in which the Government’s 
disbursements may be deposited; and (4) all other assets of the Contractor. 
Said note or notes and mortgage shall be in form and substance satisfactory 
to the Government, and the Contractor shall deliver to the Government an 
opinion of its counsel that said mortgage constitutes a valid first and para- 
mount lien upon the property referred to in this paragraph. 
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B. All disbursements and advances made by the Government hereunder, with 
interest thereon, will be repaid by the Contractor by the payment to the Gover 
ment of poundage repayments or otherwise. Poundage repayments shall be mad 
promptly upon each and every pound of refined nickel sold to the Governm«: 
under Article VIII-A hereof. The Government may effect such poundag 
payments by deducting the poundage rate from its payment for each pound of 
refined nickel sold by the Contractor under said Article VIITI—A. 

( The aforesaid poundage repayments, subject to the provisions of par: 
graphs D and I of this Article, shall be at the rate of nine cents (9¢) for ea 
and every pound of refined nickel sold by the Contractor under Article VIII-—A 
hereof 





DD. The Contractor shall have the right at any time or from time to tin 
repav all « \ part of the amounts disbursed and advanced hereund 
the Government, together with interest thereon, and its obligatic | 
shall t eunon be reduced ac rding|y If such payments are mad the 1 
of pol ige 1 vment hereinbefore set forth ; nine cents (9¢), sha 
I vi iced thencefort) 

Kb. A rsements and advan made by the Government hereunder s 
b db he Contractor exe ‘or the purpose of providing i iti 
n¢ ing design, acquis 1, construe n, and tested installatic forth 
th Contract in connection with the Developme ind Productic Tr 

F, All 1 ys disbursed and advanced by the Government hereunder, w 

re not 1id immediatel ! dire in sat on of ob it urre 

conne n with the De ypment and Producti Progra ill be dey ( 
by t Contractor i separate bank aeccoul nd the Co r sha 
commingle such funds with any other funds 

G. The Contractor agrees that, during the term of this Contract, it Shall kee] 
the facilities covered by the Government's mortgage lien, as set forth in para 
graph A of thi Article, free of any liens and encumbrances other than the 


Income notes pa ible to Pacifie Nickel and Newmont. 

H. The Contractor shall provide and maintain at its own expense insurance 
on the facilities acquired or constructed under the Production Program and 
covered by the Government’s morts 





re lien, against fire, windstorm, and such 
other hazards, in such amounts, ind with such companies as shall be satisfactory 
to, or required by the Government. The policies evidencing such insurance shall 
be mace payable to the Government as its interest may appear, and a cop) 
thereof shall be delivered to the Government The proceeds payable in the 
event of any such loss shall be used for the purpose of restoration of the facilities 
The Contractor shall restore the aforesaid facilities in the event of loss or 


damage covered 


by said insurance policies whether or not the proceeds fro 
such insurance are sufficient to cover the cost of restoration, and the facilities 
as restored shall be subject to all the terms of this Contract. 

I. In order for the Contractor to repay the Government’s disbursements and 
advances in accordance with the terms of this Contract, poundage repayments 
per year would have to equal the scheduled annual production of six million 
(6,000,000) pounds of refined nickel multiplied by nine cents (9¢) per pound, 
or $540,000. Repayments up to this amount per year shall have priority over 
all other obligations of the Contractor to persons other than trade creditors, 
including its obligation to pay the income notes of the Contractor in favor of 
Pacific Nickel and Newmont. The Contractor shall also maintain at all times 
working capital of not less than $500,000. In any one year, in the event the 
Government has received $540,000 in repayment of its disbursements and ad 
vances, and in the event the Contractor has on hand working capital in the 
amount of $500,000, and in the event the Contractor has profits, as defined below, 
at the end of the year, the Contractor may pay such profits up to $315,000 in 
interest and principal to Pacific Nickel and Newmont on said income notes, and 
may pay the balance of profits, if any, to the Government to the extent of 
800/475, or 63.16%, of such balance, and after the Government has been paid 
this amount, the remaining profits (175/475, or 36.84%) may be paid to Pacific 
Nickel and Newmont on said income notes. The term “profits” as used in this 
paragraph means the proceeds received from the sale of products derived from 
mining operations on the properties described in Article I hereof after deduct- 
ing therefrom all expenses of every kind incurred in the conduct of the mining 
operations conducted on the said properties or in the treatment of the ore there- 
from or in disposing of the products, as well as all taxes of every kind levied on 
these properties or arising out of the operations thereof, including all income 
and corporation taxes, and a reasonable allowance for depreciation (defined at 
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h less than 5% of cost per year) but without any allowance for depletion 
e Contractor agrees that, until the Government’s disbursements ar advances 
a ve been repaid in full with interest, it will not declare or pay any dividends 
ike any Other distribution to its shareholders, other than as set forth in 
paragra] h The Contractor shall furnish the Government with an opinion 
: ounsel for Pacific Nickel and Newmont, which opinion shall be satisfactory 
the Government, that the income notes or any other notes of the Contractor 
are held by or for Pacific Nickel and Newmont are subordinate to 
ts of the Government as set forth in this Contract and contain no provisio1 
onsistent with the terms of this Contract. 
1. The provisions of thi Article shall become operative only in the event 
it the parties hereto decide to proceed with the Production Prograt 
AR LE XVI. Repayment of disbursements under the Development Program 
the eve the parties hereto do not decide to proceed with the Producti 
im ¢« n the event repayments of the Government’s advances und Article 
<V hereof are insufficient to repay the Government’s disbursement inder the 
I nt Pr he! disbu I I ( Vv unt l ! } P 
be repaid by Contractor as follow 
\ minera ned produced e |] 1 referred to Article I 
eof within fifteen (15) years from the execution of tl ( I 
of ter tion of the Pr { n | wl eve! De 
i to a percentage roy vy which the Con wv or its s eSSOl ntere 
pay to the G nment upon the net elt urns, t ‘ I itor 
s, or other ne mounts realized from the sale or other disposition of any 
roduction, in Vv evel isposed of, including ore, conce 
ered or other metal until the total amount disbursed by the Governme 
with interest at the rate of five percent (5%) per annum from the date of the 
rst production of minerals, is fully repaid, or until said fifteen (1 years 
. ve elapsed, whichever occurs first, as follows: 
1 Where any such net amou are Fiftee Dollars (815.00) per ton or 
: less, one and one-half percent (114%) of any such net amounts 
t > Where ant ch net amounts } over | hee Dol ($75 ) per 


ton, one and one-half percent (144%) of any such net amounts plus one 
half pereent (144%) of such net amounts for each additional full fifty cents 
$0.50) by which such net amounts exceed Fifteen Dollurs ($15.00) per 
ton, but not in excess of five percent (5%) of such net amounts 

[lor instance: The percentage royalty on a net amount of Ten Dollar 
($10.00) per ton would be one and one-half percent (1%2%); on a net 


amount of Seventeen Dollars ($17.00) per ton, three and one-half percent 
(344%); on a net amount of Nineteen Dollars ($19.00) per ton, five percent 
(5% ).] 

Che Contractor shall have the right at any time or from time to time to repay 


ill or any part of the outstanding balance of the amount dishursed under the 


Development Program by the Government, together with interest thereon, and 
the said outstanding balance, together with interest thereon, shall thereupon 
be reduced accordingly. 

B. As here used, “net smelter returns,” “net concentrator returns,” and ther 
net amounts realized from the sale or other disposition,” mean gross revenne 
from sales less all smelter or refinery deductions and freight and treatment 
charges, or if not sold, the market value of the material after it is mined in the 
form in which and at the place where it is held 

ArTICLE XVII. Force majeure 

If the performance of any part of this Contract by either the Contractor o1 
the Government is prevented, hindered or delayed by reason of any cause or 
causes beyond the respective control of the Contractor or the Government, and 
which cannot be overcome by due diligence, then the Contractor or the Goverr 
ment, as the case may be, shall be excused from such performance during the 
continuance of any such happenings or events; provided, however, that the Con 
tractor shall not be required to sell and the Government shall not be required 
to purchase any quantities of refined nickel which are scheduled to be delivered 
before June 30, 1962, pursuant to the provisions of Article VIIL hereof, but whict 
Lave not been so delivered by such date because of any such force majeure 
occurrences. To become operative, the Contractor or Government, as the case 
may be, shall give to the other, within thirty (30) days after the occurrence of 
such happenings or events, written notice thereof, together with a statement 
setting forth the facts in evidence, and, upon the conclusion of such happenings 
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ee 


or events, shall notify the other in writing of such termination within thirt 
(30) days 

ArTICLE XVIII. Default. 

Notwithstanding any other provision of this Contract, the Government may, 
by notice in writing to the Contractor, cancel this Contract or any part thereof 
at any time, without payment by the Government of damages or penalty of any 
kind for such cancellation, in the event (a) a receiver, liquidator or trustee is 
appointed for the Contractor or its property, or the Contractor makes an assign- 
ment for the benefit of creditors, or the Contractor becomes insolvent, or a petition 
is filed by or against the Contractor pursuant to any of the provisions of appli- 
cable law of Canada or any province thereof for the purpose of adjudicating Con- 
tractor a bankrupt, or for the reorganization of the Contractor, or for the pur- 
pose of effecting a composition or rearrangement with the Contractor’s creditors, 
and such receiver, liquidator, or trustee is not discharged or any such petitio 
filed against the Contractor is not dismissed within sixty (60) days, (b) of the 
liquidation or dissolution of the Contractor (if the Contractor is a corporation 
whether voluntary or involuntary, (c) of default by the Contractor in the per- 
formance of any of the terms, conditions, or covenants of this Contract or any 
amendment or supplement thereto, and of the failure by the Contractor to cure 
the default within thirty (30) days from the date of written notice of such de 
fault, which notice shall be given to the Contractor by the Government, or (d) 
of the determination by the Government that the Contractor obtained this Con- 
tract for the purpose of sper ulation In the event this Contract is canceled by 
the Government pursuant to the terms of this Article, the balance of any advance 
payinents made by the Government hereunder, including accrued interest, shall 
be immediately due and payable by the Contractor to the Government 

ARTICLE XIX. Compliance with applicable laws. 

In the performance of this Contract, Contractor shall comply with and give all 
stipulations and representations required by any applicable United States or 
Canadian, Federal, State, Provincial, municipal or local law, or Executive Order, 
or any applicable rules, orders, regulations or requirements of any government 
department or bureau, but nothing herein contained shall be considered as pre- 
venting Contractor from contesting in good faith the validity of such law, rule, 
order, regulation, or requirement or any charge that Contractor has not complied 
therewith. 

ArTICLE XX. Contingent fees, 

The Contractor warrants that no person or selling agency has been employed or 
retained to solicit or secure this Contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained by 
the Contractor for the purpose of securing business. For breach or violation of 
this warranty, the Government shall have the right to annul this Contract with- 
out liability or in its discretion to deduct from the Contract price or considera- 
tion the full amount of such commission, percentage, brokerage, or contingent fee. 

ARTICLE XXI. Interest of Member of Congress. 

No member or delegate to the Congress of the United States of America, or 
resident commissioner, shall be admitted to any share or part of this Contract, 
or to any benefit that may arise therefrom; but this provision shall not be con- 
strued to extend to this Contract if made with a corporation for its general benefit. 

ARTICLE XXII. Access to books and records. 

The Contractor agrees that the Government or any of its duly authorized rep: 
resentatives shall, while the Contract is in effect, and for a period of three (3) 
years thereafter, have access to and the right to examine any pertinent books, 
documents, papers, and records of the Contractor involving transactions related to 
this Contract. 

The Contractor further agrees to include the following provision, with appro- 
priate insertions, in all its subcontracts (herein defined as any agreement with 
another party providing for construction, improvements, or other work called 
for by this Contract, whether or not that purpose is so specified in the agreement) 
hereunder : 

“(Name of Subcontractor) agrees that the Government or any of its duly 
authorized representatives shall, until the expiration of three years after 
final payment under Prime Contract (Contract Symbol and Number) between 
the United States of America and Western Nickel Limited (Non-Personal 
Liability), have access to and the right to examine any pertinent books, 
documents, papers and records of (Name of Subcontractor) involving trans- 
actions related to this Contract.” 








o 


° 
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ARTICLE XXIII. Assignment. 

The Contractor shall not, without the prior written consent of the Govern- 
ment, sell, assign, or pledge this Contract or any of its rights, powers, privileges, 
duties or obligations thereunder; provided, however, that any moneys due or 
to become due under this Contract, but not including any advances made or to 
be made hereunder, may be assigned by the Contractor to a bank, trust company 
or other financing institution, including any United States or Canadian lending 
agency, pursuant to and in accordance with the Assignment of Claims Act of 
1940, as amended (31 U. S. C. 208, 41 U.S. C. 15). 

All rights, powers, privileges, duties or obligations under this Contract shall 
inure to any successor or successors of Defense Materials Procurement Agency 
or any branch or agency of the Government to which the Defense Materials Pro- 
curement Agency shall hereafter delegate or assign its authority to act for the 
Government hereunder. 

ARTICLE XXIV. Nonwaiver. 

The failure of either the Contractor or the Government to insist in any one 
or more instances upon the performance of any of the terms, covenants or con 
ditions o* this Contract, shall not be construed as a waiver or relinquishment of 
the future performance of any such term, covenant or condition by the other 
party hereto, but the obligation of such other party with respect to such future 
performance shall continue in full foree and effect 

ARTICLE XXV. Modifications 

No oral statement of any person shall modify or otherwise affect the terms 
conditions or specifications of this Contract 

ARTICLE XXVI Addresses. 

Unless otherwise specified : 

\. Notices by the Government to the Contractor provided for in this Contract 
shall be addressed to: Western Nickel Limited, 744 West Hastings St., Vancouver 
B. C. Canada 


B. Notices by the Contractor to the Government shall be addressed 1 Admin- 
trator, Defense Materials Procurement Ager Washington 25, D. C 
such other address as either party 1 St ma pecify to the other in 
writing 
ArTICLE XXVIII. Termination 
Upon repayment in fu with interest, of the aggregate amount disbursed 
by the Government hereunder, the Governme ; option referred to in Article 
VIII-C hereof shall terminate 
B. Notwithstanding any other pre m hereof, the obliga s of the part 
eundel se and ( s ! I he oblig 
of the Contractor witl ect to repayment ¢ the mounts d 
dvanced by the Government il cecordance wit tt { ms ot this Conti 
d Contract : obligation with respect to storage, sales and shipment of the 
efined nickel shall remait orce d effe illy discharged) upon 
occurrence of either of the 1 wing event hichever occurs fir 
1. The sale by the Cont tor to the Gove ! t of 42,000,000 pounds of 
refined nickel pursuant to Article VITI—A hereof ; or 
2. June 30, 1962 
ARTICLE XXVIII. M: gement 
‘I Contractor shall cause to be delivered to the Government prom; 
prior to the payment of any funds to the Contractor by the Government 
following documents, in form nd substance satisfactory to the Governme! 
(which shall recite that they are made as an inducement to the Governm 
er into this Contract and in consideration of making this Contract by 


Government) : 
\. An Agreement between the Contractor and Newmont which shall provide 


that Newmont will furnish to the Contractor whatever management and supe 
vision may be needed by the Contractor efficiently to carry on the operations 
required under this Contract ana that Newmont wil mtinue to furnish and 
supervise the management of said operations for the period ending June », 1962 
B. An Agreement between Newmont and the Government, which Agreement 
shall contain the written consent of the Contractor, which shall provide that 
Newmont agrees that, for the period ending June 30, 1962, it w not sell 


pledge, or otherwise hypotl ecate its interest or any part thereof in the Contractor 
as of the date of the execution of this Contract without the prior written consent 
of the Government except to any purchaser or assignee who shall acquire such 
interest so assigned, transferred, or sold, subject to the written condition to be 
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evidenced on stock certificates or documents evidencing the sale, pledge, 
hypothecation that Newmont shall continue to provide the management 
Supervision referred to in paragraph A of this Article. 
IN WITNESS WHEREOF, the parties hereto have caused this document to 

duly executed on the 21st day of May 1953. 

UNITED STATES OF AMERICA 

(Acting by and through Defense Materials 

Procurement Agency), 
Tom Lyons, Acting Deputy Administrator 


WESTERN NICKEL LIMITED, 


By JoHN DrysrouGaH, President. 
Attest: 


[| CORPORATE SEAL ] By A. B. B. CarrorHers, Secretary-Treasurer. 


Exurpsir A to Contract No. DMP-82 BETWEEN UNITED STATES OF AMERICA AND 
WESTERN NICKEL LIMITED ( NONPERSONAL LIABILITY )—EXPLORATION PROGRAM 


PART ONE 


Schedule of property situate in the New Westminister Assessment District 
Yale Division, Yale District, British Columbia: 
A. Mineral rights—Crown granted mineral claims 


All minerals, precious and base (save coal, petroleum and natural gas) lying 
in or under: 








Name of Claim Lot No. | —— Date 
1. Pride of Emo No. 1 79. 
Pride of F y No. 2 “94 
Pride of I wry No.3 795 
Pride of Em« Ne vy 
Pri'e of Emory No. 6 97 
Poll 798 
Betty 799 
Molly 800 || 
Progress R01 
Ted Fraction 802 
Ruby 810 |} 
Blue Bird 811 
Nickel Star 812 
Copper King 813 
Leonardo 826 
Reed Rose 827 
Eagel 828 
Good Hope 829 
Blue Bird Extensian 5 20 | July 29.194 
Last Chance Fraction R61 |) ee 29, 194 
Oli Crow R62 
Cougar Fractior 1392 
Black Bear Fraction 13Y. 
Ida 139. 
Azone 1397 
Black Knight 1400 
Fairview 1401 
Nickel Core Fraction 1402 || 
St. Julian Fractior 1403 
Dome No. 2 1404 || 
Baer Fraction 1406 
Dome No. | 1407 
Star of Emory No. 3 1414 | 
Star Fraction 1415 | 
Pri ‘e Fraction 1416 
Star of En ory No. 4 1417 | 
Pri'e of Emory No.4 1422 | 
Star of Emory No. 1 142 | 
Star of Emory No. 2 1424 ) 
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het had & 








Name of Claim I No. | “4 M Date 
t NI, t 
N Sl4 
er No, 2 81 
er No. 3 Rf 
er No. 4 817 |} 
p No. 1 818 
Hilltop No. 2 819 
lilltop No. 3 82 
{ p No. 4 
top No 5 
H p No. 6 
lilltop No. 7 
p No.8 
( te No. 1 832 
vate No. 2 833 
yate No, 3 Fraction S34 
vate No. 5 Fractior 836 382 | June 25, 1946 
t No.4 1, 379 
tN ) 1,380 || 
t No. ¢ 1, 381 || 
t No. 7 1, 382 
it N 387 
it Ne 2 1, 388 
t N 3 389 
No, 1 1, 384 
385 || 
1, 386 || 
1, 42 
r 1, 429 
i tH) 
1, 431 
yn 1, 426 
lax Fract l 1, 42 3, 384 June 22, 1946 
f or \ 1, 383 3, 38 j 
lk Fractior 831 3, 383 Db 
Jueen Charlotte 244 |) 


3, 586 | June 21, 1947 


t 




















Mite Fraction 248 3, 587 ine 20, 1947 
8. S t br ork 923 |) 
Asta Fractior 426 
mn 924 3, 585 June 21, 1947 
1 Fraction v2 
Pr ce 1, 247 
) ler At 4 492 Oct 31, 1952 
B. Surface rights 
escription C. T. No Dat 
Distric 1413, Yale Division, Yale District, said to contain 113 acres | 73699-F Fet 2. 1938 
re 
I I Lot .6 Group 1 Y. D. Y. D. save and except part 9.53 acres more or 11608-F Mar. 3, 1947 
less as shown on Right of Way Map “86 and part 87 acres or less as 
shown outlined in red on Plan attached to conveyance in favour of G. & 
Logging Company lia.ited, except Parcel ‘‘A’’ Pla Bb 
ECONDLY: Ail that portion of the West 44 of sectior ), Towr 
26 West 6th Meridian, which lies to the West the -tullawhes 
Reserve and of Lot 46, Group i the North of t Pucka-'l le 
r'chin Indian Reserve containing res more or less together with all 
the tiu.ber thereon except Parce] ‘‘A’’ Plan “B 3 
[HIRDLY: Ali that portion of the West 44 of Section 10, ‘I 6, whicl 
s covered by the waters of Klahater Lake situated within the boundary 
lines of Lot «6 aforesaid, containing 35 acres mure or less 
FOURTHLY: All that portion of the Kast and West halves of said Section 10 
f said Township which ay be ore particularly described as bounded 
on the North by Lot 46 i n the W by said Lot .6 and t 
Pucka-Thole-Tchin In serve n the Soutt the 1 t 
southerly boundary of secti 10 and | e Ska-Wha-Lu Indian 
teserve and on the East by the West of the : erR containing 
iY acres u.0re or less together with all the tliuuber there . 


C. Occupation licenses 

Lot 1411 Yale Division of Yale District, 3.63 acres, Annual rent $5.00 per 
annum, acquired for dam site purposes. 

Lot 1412 Yale Division of Yale District, 3.37 acres, annual rent $5.00 per 
annum, acquired for power-house site purposes. 
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D. Leasehold lands 


Lease from Canadian Pacific Railway of siding at Choate, B. C., renewab) 
on ist September in each year. 


BF. Water licenses 


Final Water License 9812, authorizing diversion of 4.5 c.f.s. for power purposes 
from Texas Creek. 


PART TWO 


Location Mineral Claims recorded in the Mining Recorder’s Office in New 
Westminister, Province of British Columbia: 
Choate View 
Choate View No. 
Climax 
Dolly 
Apex 
Pioneer 
Last Strike 
Pride of Texas 





ExHIBIt B To CoNTRACcT NO, DMP--82 BETWEEN UNITED STATES OF AMERICA AND 
WESTERN NICKEL, LIMITED (NONPERSONAL LIABILITY )—EXPLORATION PROGRAM 


1, PURPOSE 


The purpose of the Exploration Program is to investigate certain anomalies 
believed to indicate the presence of nickel-bearing ores in the extension of 


known deposits of nickel ore 1 the mining property owned by the Contract 
and des ed in the Contract to which this exhibit is attached and which 
located in southwestern British Columbia about 100 miles east of Vancouve 
rhe mine is accesible y seven e t k road w vard fr tl tat 
of Cl e il e Frase River \ f hic] I I ( i hig 
Ww ind the iin tra l ft ( ( ( nd Canad 
Pa R He f l \ S 
of Cl l Trans-Ca i. hig! iyvandas I h 1 oads 
AM 
! pert ha een deve ‘ | - el t 
f \ N l lriy { eleva 
S ( ( \ . ey ! ( I ed al . f 
the k vn « bodies wl pl d to explore | f | 
adit n ¢ t of 2.600 feet above sea level whi M it e ¢ 
to inte ‘ wh ore L ! 11 ni how ( 
} 600 ( i l his nnel w l fici¢ ( 
I i iond illing to té the we hvsica ne 1 Ss ed a 
st ed exr ture of approx ¢ $425,000 as f : 
( il ee 
| | 
| 
t 
| | 
. g 
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PRELIMINARY EXxHIBIT C TO CONTRACT No. DMP-S2 BETWEEN UNITED STATES OF 
abl. AMERICA AND WESTERN NICKEL LIMITED (NONPERSONAL LIABILITY )—PRELIMI 
NARY DEVELOPMENT PROGRAM 


After completion of the Exploration Program, described in Exhibit B hereof, 

oseg the Contractor, on or before October 10, 1% shall begin work on the property 
described in the said Contract on the Development Program for the development 

in depth of known ore bodies and for the development of ore disclosed in the 





: to completion on or before May 31, 1954 For this purpose the following devel 
Vew 


opment work is contemplated at the following capital costs: 


ourse of the Exploration Program and shall bring the Development Program 





Capital costs 
D « 
B. 1,500 feet in 2600 tu * . 
en 1 ) 
‘Lima " (i . ( 4 
\ND K 
A ( . 260 
foo \ y 
Oo 
‘ ~ 
les y 
of _— ; 
When the Final Exhib ( Ss requ \ e Ill of thes ( ( 
mn ed by ne Co racto eS < ( be 
\ vithin each category as follows 
1 1) Co of dire I (b) f supe ion t of 
co nt 
2. Cost of operating materials and sup s (to ine le items of equip 
ment costing less than 550.00 each and water, power, and 1e1) 
3. Cost of items of Operating Equipment. 
t. Cost of Rehabilitation and Repairs. 
5. Miscellaneous. 
Contingency costs to be distributed among these items, 
Che cost of work performed thin these estimates mi Se 
ong as the total cost of the Development Program does 
This Development Program the program which the s to 
arry out as of the date of the Contract and represents 
the development work to be performed, but may be changed by agreement be en 
the Contractor and the Government as a result of determinations made during 
the Exploration Program, and the early stages of the Development Progra 
provided, however, that the maximum cost of the Development Progra I hich 


the Government shall participate, shall be $750,000. 


PRELIMINARY Exnuisit D To Contract No. DMP-82 Berween UNITED STATES O1 
AMERICA AND WESTERN NICKEL LIMITED (NONPERSONAL LIABILITY) 


PRELIMINARY PRODUCTION PROGRAM 


After completion of the Development Program and as an extension thereof 
the Contractor shall commence work upon the properties described in the said 
Contract on a program of preparation of said properties for the production of 


2ORRS { 1 » 1¢ 


2—pt. « 16 
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ore therefrom and of construction of facilities necessary for the production 
of nickel concentrates from which not less than 6,000,000 pounds of refined 
nickel may be recovered annually. The work to be performed will include the 
construction of a mining plant and buildings and the preparation for stopin 
with necessary ore and waste passes, access roads and buildings to extract and 
treat nickel ore. For this purpose the following construction and installations 
are now contemplated at the following respective estimated capital costs with 
working capital and construction contingencies included: 


Capital coals 


G. Bunkhouse, staff house, and dining hall 


$125, 000 
100, 000 
253, 000 
100, 000 
50, 000 


628, 000 
1, 350, 006 
25, 000 
100, 000 
250. 000 


1, 725, 000 


130. 000 
100, 000 


Do, 


Crew housing, 10 unit 70, 000 Aug. 31, 1955 


Tota 300, 000 
le »btained through National Housing Act of Canada 100, 000 


Potal 200, 000 


H ervice raise 2,600 to 3,550 200, 000 


Hoist and equipment for same 75. 000 
Tota 275, 000 Fel 28, 19 


I. Work c tal wO. OOO Do 


J. Construction contingencies 247, 000 Do. 


Mm program 3, 575, 000 


This Production Program is the program which the Contractor proposes to 
carry out as of the date of the Contract and represents its best judgment as to 
the work to be performed, but may be changed by agreement between the Con- 
tractor and the Government as a result of determination made during the Devel- 
opment Program and during the early stages of the Production Program; pro- 
vided, however, that the overall costs to the Government shall not exceed 
$2,625,000 and the ratio of Government's to Contractor’s financial contributions 
shall remain as stated in the Contract. 


FINAL Exuistr C to Contract No. DMP-82 BETWEEN UNITED STATES OF AMERICA 
AND WESTERN NICKEL LIMITED (NONPERSONAL LIABILITY ) 


1. PURPOSE 


The purpose of the Final Development Program at the Western Nickel Prop- 
erty is to gain access to and open up known ore bodies now exposed therein and 
to develop their downward extension. 


2. PROGRAM 


The 2600 tunnel] initiated as a part of the Exploration Program has been driven 
approximately 2,400 feet from its portal as a main working tunnel. It has passed 
through the two geophysical anomalies indicated southeasterly of the known ore 
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bodies at an elevation of 2,600 feet above sea level. No commercial ore was 
encountered in these anomalies. This tunnel will now be extended in its own 
lirection an additional distance of 4,000 feet to intersect on this level the ore 
bodies now exposed on the 3550 level 

lo gain access on the 3550 level also to the ore there exposed it is proposed to 
install a main working raise from the 2600 level to the 3550 level involving (with 
the head room) 1,000 feet of raise. The 3550 tunnel will then be rehabilitated 
from the top of the raise to the known ore. For this purpose the following devel 
opment work is proposed at the following capital costs: 








> 


Revised development program to begin Aug. 1, 19538 


Item Feet Cost per 


2600 tunnel 4, OOK $6625 $267. 000 
Crosscuts RLM , 44. 00 
2600 raise 1, 000 100 100, 000 
4. Drilling, underground 20, 000 9 40. 00K 
Drilling, surface 3. OO 4 12 000 
Rehabilitation 3550 tunne 64. 000 
Road improvement 2) 000 


8. Buildings as follows: 

Completion present buildings 10, 000 
Additional bunk houses 18, 000 
Addition to compressor house 5 000 
Addition to change house 10, OO 
Carpenter shop 2 Ann 


Core shed > OOO 


Snow shed 12, Om 
Extras 8, O00 
Total 68, 000 

1, Equipment 
Car 2, 500 
Truck 4 000 
Bulldozer 18. 5K 
Compressor 25, OOM 
Diesel locomotives (2 12, 000 
Jumbo, leyners and steel 15, OOK 
M ine rs 6, OO 
Sundries, extras 7, 000 


Total 0), OOF 


10, Surveys, ore testi 1), OOO 


11, Mill and mine des 


100 





Total 750. 000 


Before any work is commenced on Item 3—2600 Raise, comprising 1,000 feet 
of raise at an estimated cost of $100.00 per foot, the Contractor shall consult 
with the Government and obtain the approval of the Government as to location 
of the Raise between the 2600 Tunnel and the 3550 Tunnel. 

Invoices to the Government, as provided in Article V of this Contract, shall 
show the work done within Items 1 to 11 above, broken down within each Item 
as follows: 


1. (a) Cost of direct labor. (b) Cost of supervision 
2. Cost of operating materials and supplies. (To include items of equip 


ment costing less than $50.00 each, and water, power, and fuel.) 
3. Cost of other items of operating equipment. 
4. Miscellaneous. 

The cost of the work performed within each Item may vary up to 20% so 
long as the total cost of the Development Program in which the Government 
shall participate does not exceed $750,000. 

The foregoing Exhibit is hereby submitted by the undersigned to the United 
States of America this 31st day of August, 1953 for approval thereof by the 
United States of America as the Final Exhibit C to Contract No. DMP-S2 dated 
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May <1, 1953 between the undersigned and the United States of America, in 
accordance with the provisions of Article III thereof. 


WESTERN NICKEL LIMITED, 
By KFrep Sears, Jr., President. 
Attest: 


[CORPORATE SEAL] By A. B. B. CarrorHers, Secretary-Treasurer 

The foregoing Exhibit, as submitted by Western Nickel Limited (nonpersonal 
liability), is hereby approved this 15th day of September 1953 as the Final 
Exhibit C to the aforesaid Contract No. DMP-82 which, by virtue of this 


approval, becomes and now constitutes part of said Contract No. DMP-82 and 
is to be attached thereto 


UNrTrep STATES OF AMERICA, 
By E. FP. MANSURE, 
{dministrator of General Services, 

Senator Matonr. When were the deliveries supposed to start? The 
production is to begin in 1955, 

Mr. Forp. March 1, 1955. 

Senator Matonr. When was the contract made? 

Mr. Forp. The contract was made during the first half of 1953. 

Senator Matonr. Do you keep track of the work being done and 
the progress being made in these contracts? Are you kept advised 
officially ? 

The Forp. Yes, sir. 

Senator Matonr. Do you have any inspectors? 

Mr. Forp. We have not had as many as we would like to have had, 
and we have not been able to give complete personal inspection cov 
erage to each project. On occasions where the reports that we got 
of construction progress, production, and one thing and anotner 
seemed to indicate trouble, we have sent an inspector out. 

Senator Matonr. Do you require periodical reports of progress? 

Mr. Forp. Yes. 

Senator Matonr. How often ? 

Mr. Forp. No less often than quarterly. 

Senator Martone. If you see anything obviously wrong with the 
report, then you send an inspector if it is possible? 

Mr. Forp. That is correct. 

Senator Matonr. As I understand, this is all of the copper contracts 
in Canada. 

Mr. Forv. That is all of the copper contracts in Canada that wer 
entered into by DMPA. 

Senator Matonr. Are there other contracts? 

Mr. Wausn. There are contracts in Canada for delivery to the 
stockpile. 

Senator Matong. Copper ¢ 

Mr. Wansn. Yes, sir. 

senator M LONE. Then we W il] revert to the stockpile. 

Mr. Warsu. Very well. 

Senator MALonr. First, let us have a clear statement on where this 
coppel and nickel v0. It can 70 to the stockpile or it can fo to indi- 
vidual private producers in this country. 

Mr. Warsu. That is the copper and nickel which we have discussed 
previously. 

Senator Martone. In Canada? 

Mr. Watsu. Yes, sir. This copper which I am going to discuss 
now is definitely earmarked for the stockpile. 
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Senator Mavone. If it goes direct to industries, whatever the mate 
rial 1S. if there isa duty, they pay it ¢ 

Mr. Watsu. That would be true; yes, sir. That is the pattern 
we followed when we did not take deliveries during 1952. The 

aterial flowed to industries and went direct from the supplier to 
he user, the user paying the duty if there were any duty on it. 

Senator Martone. In any other period when you took delivery and 
then transferred it to the industries, who paid the duty ? 

Mr. Watsu. The copper that was sold out of the stockpile under 
iuthority of the Presidential order, again was sold at the established 
OPS price. 

Senator Matonr. There was no duty on the copper anyway; was 
there ¢ 

Mr. Watsu. There was no duty on the copper. However, I think 
f we looked into the record, we would find that a profit was made 
mn the copper that had been sold to industries because it had been ac- 
quired at prices lower than what we were authorized to sell] for under 
the OPS ceiling. 

Senator Matonr. The OPS ceiling is a maximum price; is it not? 

Mr. Wats. Yes, sir. 

Senator Matonr. Was there a floor price, too‘ 

Mr. Watsn. No, it was a fixed price. It was a floor and a ceiling, 
i fixed price. 

Senator Matonr. The OPS told you what you were to get for the 
copper? 

Mr. Watsn. That is right. 

Senator Matone. And you sold it at that price, regardless? 

Mr. Wausu. Yes. 

Senator Matonr. There was no duty paid on the copper in any 
case, was there, because there had been a congressional act limiting 
the duty ¢ 

Mr. Wausu. No duty had been paid on that copper which was in 
the stockpile. 

Senator Matonr. No duty is being paid now; is there? 

Mr. Watsu. No, sir. 

Senator Martone. It does not require any duty ? 

Mr. WatsH. No, sir. 

Senator Martone. ‘There is no duty on copper? 

Mr. Watsu. No, sir. 

Senator Matone. Congress passed an act suspending it for another 
year, anyway. 

Is there a duty on nickel ? 

Mr. Watsn. Yes, sir, there is a duty on nickel. 

Senator Martone. How much? 

Mr. Watsu. A cent and a quarter a pound. 

Senator Martone. On the nickel contracts for which you took de- 
livery and then transferred it to private industries, who paid the 
duty ? 

Mr. Wausu. There has been no nickel transferred to private indus- 
tries under the program of Public Law 774. The nickel that has come 
in against that production, as it arrives it is declared to the National 
Production Authority for a decision as to what disposition shall be 
made of it. They have not allocated all of it yet, but that which they 
have allocated has been allocated to the stockpile. 
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Senator Martone. Therefore, there is no duty paid on it? 

Mr. Watsu. That is correct, sir. 

Senator Matonr. What would be your attitude if you were now 
at any time to transfer to private industry? Would they pay th 
duty? 

Mr. Warsn. We would sell it at a price which included the duty, 
and we would pay the duty. 

Senator Mavoner. In effect, the private industrialist would pay the 
duty ? 

Mir. Wausn. Yes, sir. 


Senator Manon It would not be handled lke tungsten, as was tes 


3 | 


he Canadian copper that is now under contract for delivery to thi 


‘ . 
Mr. Wansu That s correct, 
‘| 


stockpile is as follows: 

The British Metals Corp. of Canada, Ltd. Under that contract they 
are permitted to supply a maximum of 44,500,000 pounds of coppel 
in the form of cathod 

se wo! MALON? That 1 electrolytic copper ¢ 

Mr. Wat Ye {nd a maximum of 44,500,000 pounds of wire 
baa Phe price on the cathodes is 29.875 cents pe r pound, and on the 
wire ba sifiw50 cents ner pot nel. 

Senator Martone. Thi not fabricated into wire ? 


Mr. Wausu. No, sir. It is in the bar for fabrication into wire. 
se tor MALONE. You are pay ng how much for that 7 
Mr. Wausn. Thirty cents per pound. 


Senator Maronr. Thirty cents per pound. Is there any escalatot 
clause or any provision for adjustment of price under any conditions? 


Mr. Wansu. I cannot be sure of that; I would have to refer to the 
contract. 

Senator Matone. Will you do that and complete the record ? 

Mr. Watsir. Yes, sir; I shall. 


(The information referred to follows:) 


GENERAL CONDITIONS FOR STRATEGIC AND CRITICAL MATERIALS AND SERVICES 
CONTRACTS 


1. Offer and acceptance.—Offers are made on the basis that acceptance, within 
the time specified, of the offer to furnish any or all of the materials, supplies o1 
services described therein shall constitute a contract between the offeror and the 
United States Government, which will bind the offeror to furnish and deliver the 
materials, supplies or services for which his offer is accepted. 

2. Discount.—(a) If the contract is one for materials or supplies, time, in con- 
nection with discount offered, will be computed from date of the delivery of the 
materials or supplies to carrier when final inspection and acceptance are at point 
of origin or foreign port of embarkation, or from date of delivery at destination 
when final inspection and acceptance are at this point, or from date correct bill or 
voucher, properly certified by the contractor, is received if the latter date is later 
than the date of delivery. (b) If the contract is one for service, time, in connec 
tion with discount offered, wil be computed from date of receipt of correct bill or 
voucher, properly certified by the contractor, covering the service rendered, and 
after performance of such service and acceptance thereof by the Government. 

3. Time of delivery.—The materials, supplies or services described in the con- 
tract shall be delivered within the time provided for in the schedule of deliveries. 

4. Buy American Act.—Unless otherwise specified in this contract, the contrac- 
tor agrees that there will be delivered under this contract only such unmanufac 
tured articles, materials, and supplies (which term “articles, materials, and sup- 
plies” is hereinafter referred to in this clause as “supplies”) as have been mined 
or produced in the United States, and only such manufactured supplies as have 
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been manufactured in the United States substantially all from supplies mined, 
produced, or manufactured, as the case may be, in the United States. 

5. Minimum order; weight.—Unless otherwise indicated, as for example, by 
minimum percentage chemical content, packing requirements, lot sizes, or state- 
ment of a minimum order limitation, the unit shown for each item determines the 
smallest quantity which a contractor will be required to deliver. Where the unit 
shown is a measure of weight, such weight is understood to be net unless other- 
wise stated. 

6. Oral modifications.—No oral statement of any person shall be allowed in any 
manner to modify or otherwise affect the terms of the offer, specifications or 
contract. 

7. Inspection and test.—(a) All material and workmanship shall be subject to 
inspection and test at all times and places and, when practicable, during manu- 
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facture. In case any materials, supplies or services are found to be defective in 
quality, composition, or workmanship, or otherwise not in conformity with the 
specifications, the Government shall have the right to reject such materials, sup 
plies or services, or to require their correction or replacement, or to accept them 
at a proper reduction in price. Rejected materials, supplies or services shall be 
removed by and at the expense of the contractor promptly upon request. The con- 
tractor shall be liable to the Government for any cost of removal, correction or 
replacement resulting from failure to do so as required. 

(b) If preliminary or final inspection or test is made on the premises of the 
contractor or subcontractor the contractor shall furnish or arrange to furnish, 
without additional charge, all reasonable facilities and assistance. Inspections 
and tests shall be performed by the Government in such manner as not to undu 
delay the work. Special and performance tests shall be made us described in the 
specifications. The Government reserves the right to charge the contractor for 
any additional cost of inspection or test when materials, supplies or services are 
not ready at the time inspection or test is requested by the contractor. 

(c) Final inspection and acceptance of the materials, supplies and services will 
be made after delivery, unless otherwise stated. If final inspection is made at a 
point other than the premises of the contractor or subcontractor it shall be at the 
expense of the Government except for the value of tested samples used and re- 
jected. Final inspection shall be conclusive except as to latent defects, fraud or 
gross mistake. Final inspection and acceptance or rejection of materials, sup 
plies or services shall be made as promptly as practicable but failure so to inspect 
and accept or reject materials, supplies or services shall not impose liability on 
the Government for materials, supplies or services which do not conform to the 
specifications 

8. Responsibility for materials and supplies.—The contractor shall be respon- 
sible for materials and supplies covered by the contract until delivered at the 
designated point, regardless of the point of inspection, and the contractor shall 
bear all risks as to rejected materials and supplies after notice of rejection. 

9. Variance in quantity.—Unless otherwise specified any variation in the quan- 
tities, delivered under the contract, not exceeding 10%, will be accepted, when 
caused by conditions of loading, shipping, packing or allowance in manufacturing 
processes, 

10 ssignment of payments.—If this contract provides for the payment in the 
aggregate of $1,000.00 or more, then all moneys due or to become due thereunder 
may be assigned by the contractor to a bank, trust company or other financing 
institutions, including any Federal lending agency, in accordance with the pro- 
visions of the Assignment of Claims Act of 1940 (54 Stat. 1029, 31 U. 8S. C. 203, 
41 U. 8. C. 15). 

11. Federal tares.—(a) The prices offered herein shall be deemed to include 
any Federal taxes imposed by the Congress which on the date of this offer are 
applicable to the materials, supplies or services, or components thereof, offered. 
If (1) after the date of this offer (A) the Congress shall impose any tax, or 
(B) it shall increase any then existing tax, or (C) the Bureau of Internal Reve- 
nue shall rule that a tax theretofore imposed is applicable and the contractor at 
the time of making his offer reasonably believed that the tax was not applicable, 
with respect to the production, processing, manufacturing, holding, importation 
or sale of any material, supplies or services, or components thereof, covered by 
this offer, and (2) the contractor is required by operation of law or by specific 
contractual obligation to pay such tax or bear its burden, then upon proper 
application and proof thereof by the contractor, the quoted prices of the mate- 
rials, supplies or services concerned shall be correspondingly increased. If by 
operation of law or otherwise, including any action by the Secretary of the Treas- 
ury under Section 307 (C) of the Revenue Act of 1948, the contractor is relieved 
in whole or in part from the payment of any tax deemed included in the quoted 
prices, or from bearing its burden, the quoted prices shall be correspondingly 
reduced. Invoices of vouchers covering any increase or reduction in price in 
accordance with this subparagraph (a) shall state the amount thereof as a sepa- 
rate added or deducted item. 

(b) As to any Federal tax included in the quoted prices or otherwise authorized 
to be added to those prices in accordance with subparagraph (a) hereof, the con- 
tractor waives, releases and assigns to the United States any and all right, title 
and interest of the contractor in and to any refund of or credit for such tax upon 
or by reason of the exportation of any materials or supplies furnished under 
this contract and agrees to assist the Government, if requested to do so, in ob- 
taining refund, credit or exemption as to such tax. 











Nn 





1- 
e 


© 


of this article, in the event the contractor refus« 
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12. Force majeure 1) Except as hereinafter provided in subparagraph (b) 
f 


ails to make deliveries of 








terial conforming to the specitications as defined i ‘act within the 
e «ified or anv extension thereof. or to perform fa any conditions 
e contract, the Contracting Officer, without prejudice to other rights resulting 
from breach of the contract conditions, may, by written notice, terminate the 
right of the contractor to proceed with any or remaining deliveries under the 
ntract. 
\) In the event of any strike, lock-out, difference of workmen, accidents, fire 
explosions, floods, mobilization, war (¥ her ce red « de 1 ict of 
y belligerent in any such war, riot, rebelli of a rove , whe era 
otherwise the elements, power sh iges ny other cause beyond the 
sonable control of the cont tor, whether or of the nature or character 
before specifically enumerated, perfor ( inder the contr shall be 
ded in whole or in part until suc LUISé eS ‘ nd eT er the 
time for fulfillment of the contract shall be exte l by t engt time d 
which such cause prevented performance under the contract; provide owever, 
that any suspension ol performance pursual to this clause sha not exceed 
I ety (90) ays eSS ¢ ierwis eed u I Ww I b ’ ent 
In the event any ce maje l fo . ea 
ond said ninety (90) da eG n 
ay agree, in writing, to ext n me ‘ ! con 
ract with no cost to either ] ( I \ ¢ p I er f 
(ec) Unless the contra I Gov if with w n? e 
*the nature and extent of nd referred rap 
hereof which is claimed is ble time er the happenit 
thereof, the Terms, and Cor ral (b) ly 7 
operative with respect thereto. 
13. Covenant against contingent fees The contractor warrants that he has 


not employed any person to solicit or secure this contract upon any agreement 


for a commission, percentage, brokerage or contingent fee. Breach of this war 


ranty shall give the Government the right to annul the contract or, in its d 
cretion, to deduct from the contract price or consideration the amount. of such 
ommission, percentage, brokerage or contingent fee. This warranty shall not 


apply to commissions payable by contractors upon contracts or sales secured 
or made through bona fide established commercial or selling agen 
by the contractor for the purpose of securing business 

14. Benefit to congressional officials No member of or delegate to C rTreSss 
or resident commissioner shall be admitted to any share or part of this « tract 
or to any benefit that may arise therefrom unless it be with a corporation 
for its general benefit. 

15. Disputes —Except as otherwise specifically provided in this contract, all 
questions of fact involved in disputes arising under the contract shall be de- 
cided by the Contracting Officer, whose decision shall be in the form of written 
findings of fact Whenever a contractor is aggrieved by such decision, he 
may, at his election: 

(1) Within thirty (30) days from the date of mailing or otherwise fur- 
nishing a copy of such findings to the contractor, appeal in writing to the 
Administrator of General Services Administration, or his duly authorized 
representative, whose decision shall be final and conclusive upon the parties 
hereto; or (2) Pursue any rights that he may have against the United States 
by law. In the meantime, the contractor shall diligently proceed with the 
performance of the contract. 

16. Definitions.—(a) The term “Government” as used herein shall mean the 
United States of America (b) The term “contracting officer’ as used herein 
shall mean the official of the Federal Supply Service executing this contract in 
behalf of the United States of America and shall include his duly appointed 
successor or his authorized representative. 

(The following conditions 17 through 21 shall not apply to any work or 
services performed under the contract outside the United States or in connec- 
tion with the mining, processing, producing, or manufacturing outside of the 
United States of any materials or supplies to be delivered under this contract.) 

17. Offers of former Government property.—There is no law against selling 
back to the Government former Government surplus property, but the Federal 
Supply Service wants to know if it is buying such surplus. Accordingly, in 
submission of the offer herein, the offerer warrants, to the best of his knowledge 
information and belief, that, except as otherwise expressly stated in the offer, 
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none of the items or their components covered by the offer have been or wi 
be acquired either directly or indirectly from any activity or agency of the 
United States Government or from any Government-owned corporation Breach 
of this warranty shall give the Government the right to terminate the right of 
the contractor to proceed with any or all further deliveries under the contra 
1S. Patents The contractor shall hold and save the Government, its offic 

agents and employees, harmless from liability of any kind, including costs 
and expenses, on account of any patented or unpatented invention, article, 
device or appliance manufactured or used in the performance of the contra 
including use by the Government 

1). Antidiscrimination.—The contractor, in performing the work required by 
this contract, shall not discriminate against any employee or applicant for 
employment because of race, creed, color or national origin The contractor 
shall include in all subcontracts a provision imposing a like obligation 


on s 


coutractors 

20. Walsh-Healey Public Contracts Act.—The representations and stipulations 
pursuant to the Walsh-Healey Public Contracts Act (49 Stat. 2036, as amended 
11 U. S. C. 85-45) as set forth in Regulation No. 504, as amended, of the Secre- 
tary of Labor under that Act, are hereby made a part of this contract unless 
the contract is for a definite amount not in excess of $10,000 or is not one for 


the manufacture or furnishing of materials, supplies, articles or equipment 
(Note: The contractor’s attention is directed to the possibility that wage deter- 
minations nay have been made under the Walsh-Healey Public Contracts Act 
providing minimum wages for employees engaged in the manufacture for sale 
© the Government of the materials or supplies covered by this contract 
Information in this connection as well as general requirements of the Act con 
cerning overtime payment, child labor, safety and health provisions, ete., may be 
obtained from the Wage and Hour Public Contracts Division, Department of 
Labor, Washington 25, D. C 

21 Kight-hour law; convict labor If the contract is for services, the fol 
lowing conditions apply: (a) No laborer or mechanie doing any part of the 
work contemplated by this contract, in the employ of the contractor or any sub 
contractor contracting for any part of said work, shall be required or permitted 
to work more than eight hours in any one calendar day upon such work at the 
site thereof, except upon the condition that compensation is paid to such laborer 
or 1 hanic in accordance with the provisions of this article The wages of 
every laborer and mechanie employed by the contractor or at subcontractor 


zed in the performat 





ice of this contract shall be computed on a basic day rate 
of eight hours per day and work in excess of eight hours per day is permitted 
only upon the condition that every such laborer and mechanic shall be com- 
pensated for all hours worked in excess of eight hours per day at not less than 
one and one-half times the basic rate of pay. For each violation of require- 
ments of this article a penalty of $5.00 shall be imposed upon the contractor for 
each laborer or mechanic for every calendar day which such employee is required 
or permitted to labor more than eight hours upon said work without receiving 
compensation computed in accordance with this article, and all penalties thus 
imposed shall be withheld for the use and benefit of the Government; provided, 
that this stipulation shall be subject in all respects to the exceptions and pro- 
V ions of United States Code Title 40, sections 321, 32 $25, 325 (a), and 326, 


oat, OL ane 
re 








ating to hours of labor and compensation for overtime. 
(b) In the performance of this contract the contractor shall not employ any 
person undergoing sentence of imprisonment at hard labor. 


SPECIAL TERMS, CONDITIONS, AND SPECIFICATIONS 


1. Deletion of general conditions.—Articles 2, 5, 7, 9, 10, 11, 12, and 15 through 
21 of the General Conditions appearing on GSA Form 58a hereof are deleted in 
their entirety prior to the execution of this contract 

2. Definitions.—a. The term “Government” as used herein shall mean the 
United States of America. 

b. The term “Contracting Officer” as used herein shall mean the official of 
the Emergency Procurement Service executing this contract in behalf of the 
United States of America and shall include his duly appointed successor or 
his authorized representative. 

ce. The term “ton” wherever used herein shall mean 2,000 pounds avoirdupois. 

d. The term “refinery” as used herein shall mean the refinery of Canadian 
Copper Refiners, Limited, located at Montreal East, Quebec 
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The term “A. S. T. M is used herein sha ean the American Society for 
esting Materials. 

; Chemical and physica equ nents rl coppe to be fu ed heré 
nder shall conform to the followin che ea ind physical requirements of 
National Stockpile Specification P—-16—E, dated May 28, 1952 

Chemical requ Electrolytic coppe ‘ iodes and wirebars shall 
nform to the chem rements of A. S. T. M. Specification B—115 and B-5 
spectively, latest revision in effect on the date ¢ his contra 

Physical requirements: Electrolytic copper cathodes shall be full-size ca 


es as produced by the refinery and measuring approximately 37%4"’ by 34 


nd from %»’’ to %”’ thick Electrolytic copper wirebars shall weigh approxi 


ely 250 pounds 


$4. Packaging a. Electrolytic copper cathodes shall be loaded loose in clean 
sound railroad boxcars in accordance with prevailing commercial practice. 

b. Electrolytic copper wirebars shall be secured tilroad boxcars in accord 
nce with “Methods for Loading, Bracing, d Blocking Carload Shipments of 
Pig Lead, Copper Bars and Similar Commodities in Closed Cars Pamphlet 
No. 37, Association of American Railroads, except that steel strapping shall n 

required An appropriate identifying document shall accompany ea ship 


nent and shall include the Government contract nu 
rand, type, number of pieces, weight, and name of supp 


5. Delivery All copper covered by this contract sh he delivered f. o. b. 
Inland Carrier, Point of Exportation Inland Carrier” shall mean railroad 
oxcars. The “Point of Exportation” shall be the refinery of Canadian Copper 
Refiners, Limited, located at Montreal East, Quebec, Canada. Such delivery 


ve made in accordance with Article 16 “Delivery Terms,” and in accordance 
th the following schedule 
At a minimum rate of 2,000 tons per calendar quarter commencing Janu 
ary 1, 1953, until such times as the remaining unshipped balance of 11,575 
tons under existing Contracts SCM-—TS—-9156, 10511, and 10512 has been 
shipped, in accordance with the terms of said contracts, and thereafter at a 
minimum rate of 4,750 tons per calendar quarter through December 31 
1954, provided, however, that such deliveries shall continue until the mini 
mum quantity of 35,250 tons have been delivered, but in any event such 


deliveries shall not continue beyond June 30, 1955 
The Contractor shall have the right to anticipate deliveries hereunder and 


to complete delivery of the maximum contract quantity at : re rapid rate 
han that provided for by the said minimum schedule 

6. Inspection.—The Contractor shall notify the Chief, Inspection Division 
General Services Administration Regional Office for the area (of which the 
Contractor will be subsequently be informed) at least ten (10) days prior to 
he anticipated availability of each delivery, and a Government Inspector or 


other Government designated representative shall inspect each such delivery at 
the refinery at any reasonable time between the date of notification and date of 
de ivery. 

7. Sampling and analyzing—a. Any claims, investigation of claims, and set 
ement of claims with respect to metal content and resistivity of the material 
shall be made in accordance with A. S. T. M. Specifications B-115 and B-5 as 
published in A. S. T. M. Standards publication dated September 1946, covering 
cathodes and wirebars respectively. 

b. With respect to wirebars, sampling and examining for physical defects 
shall be performed at the refinery by a sampler to be designated by the Gov 
ernment, who shall be accorded the contractor’s full cooperation. 

c. For the purpose of sampling and analysis, the size of a lot shall be agreed 
between the Government’s representative and the Works Manager of the re- 
finery, but shall not be greater than a furnace charge (approximately 360 tons) 
and not less than fifty tons. 

d. Whenever possible, the Government representative shall be present during 
the pouring of a furnace charge from which deliveries are to be made hereunder. 
There he shall witness the selection of three wirebars taken at intervals during 
the pour from which samples for chemical analysis will subsequently be taken. 
He shall also witness the taking of a sample from the furnace ladle and pouring 
of the test billet from which a standard wire will ultimately be drawn from 
resistivity test. 

e. In the event that the Government representative is unable to be present 
during any pour from which a lot is to be delivered hereunder, then he shall be 
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entitled to select three wirebars from each lot of fifty tons or more which shall 
provide the metal necessary for chemical analysis and resistivity testing. 

f. Samples for chemical analysis shall be secured from the three bars obtained 
from each lot as described above by drilling five holes 14 inch in diameter at 
points equally spaced between the ends of the bars. The drillings so obtained 
shall be thoroughly mixed to make up the sample. The sample bars shall revert 
to the contractor and will not be accepted for shipment against this contract or 
paid for by the Government. 

g. The billet prepared from each lot as provided for above shall be swedged 
out into a rod which shall be drawn into a sample wire for restivity testing. 

h. Each sample shall be divided into three equal parts, one to be retained by 


the Contractor and two parts accepted for the Government, one of which shall 
be forwarded for Government analysis or testing and the other sealed and 
held by the Government as an umpire sample for use if necessary 

i. Analysis and testing of samples shall be in accordance with A. 8S. T. M 


Specification B—5 (1946 publication as above) 

j. One cathode shall be selected from each ten thousand pounds or fraction 
thereof for sampling, analyzing and testing in accordance with the provisions 

fA. S.'T. M. Specification B—-115 (1946 publication as above) 

k. The Government shall reject all material which does not comply with the 
contract requirements, and it shall be reimbursed by the Contractor for a 
costs incurred by the Government in connection with rejected material. The 
Contractor shall replace, within sixty (60) days thereafter, all material rejected 
with material meeting the contract requirements 


8. Weighing Retiner’s certified weight certificates shall be accepted as to 
quantity and the Government Inspector or other Government designated repre- 
sentative shall attest to the accuracy of such weights. All cost of weighing, if 


any, shall be for the Contractor’s account. 

9. Shipment and expediting.—The Contractor, on forms to be furnished by the 
Government shall notify the Director, Storage and Transportation Division, 
Emergency Procurement Service, not less than ten (10) days prior to anticipated 
availability of materia! for shipment, stating the point at which such material 
s available for shipment, and he shall effect shipment and the distribution of 
documents in accordance with specific shipping instructions issued by the said 
Division. The Government representative shall be accorded the full cooperation 
of the Contractor in connection with expediting and shipping activities under the 
contract. 

10. Payment Payment at the prices herein provided for all deliveries ac- 
cepted under the contract shall be made in terms of United States currency within 
ten (10) days after receipt by the Government from the Contractor properly 
certified invoices, showing marks, pieces and weights, accompanied by the certi- 
fied weight certificate of the Contractor. 

11. Tares and charges.—a. All Canadian taxes, general or local, now or here- 
after imposed, in respect to the material sold hereunder or the production, ex- 
traction, processing, sale, exportation, proceeds, or value thereof, shall be for 
the account of the Contractor. 

b. The Government of the United States will arrange for customs entry of the 
material into the United States and all United States import taxes or duties, if 
any, shall be for the account of the Government. 

12. Warranty.—The Contractor warrants that the material sold hereunder shall 
be free and clean of all claims of third parties. The Contractor shall indemnify, 
hold harmless and defend the Government against all claims and demands with 
respect to such material. 

13. Notices.—All notices and communications required in connection with the 
contract shall either be in writing or by telegraph, and if intended for the 
Government shall be sent to it at 7th and D Streets SW., Washington 25, D. C., 
and if intended for the Contractor shall be sent to it at the Dominion Square 
Building, Montreal, Canada, or to such other address as either party may 
hereafter specify to the other in writing. 

14. Certification of invoices.—Each invoice shall have printed, stamped, or 
typed thereon the following certification, to be signed by the contractor's duly 
authorized representative, with his title indicated: “I certify that the above bill 
is correct and just; that payment therefor has not been received.” 

15. Terms of delivery.—The term “F. O. B. Inland Carrier, Point of Exporta- 
tion,’ to which this contract is subject, means: 

(a) On board conveyance of the named inland carrier at the named point 
of exportation, free of expense to the Government; 
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(b) That it shall be the responsibility of the contractor to do the 
following: 

(1) Properly place goods on or in conveyance of inland carrier, or 
deliver goods to inland carrier for loading; 

(2) Provide clean bill of lading or other transportation receipt, paying 
and bearing all transportation costs to named point of exportation ; 

(3) Be responsible for any loss or damage, or both, until goods have 
arrived in, or on, inland conveyance at the named point of exportation ; 

(4) Render the Government, at the Government’s request and expense, 
assistance in obtaining the documents issued in the country of origin, 
or of shipment, or of both, which may be required either for purpose of 
exportation, or of importation at destination. 


16. Force majeure.—a. Except as hereinafter provided in subparagraph “b” of 
this Article, in the event the contractor refuses or fails to make deliveries of 
he material conforming to the specifications within the time specified or any 


extension thereof, or to pertorm faithfu y any conaitions ol the contract, the 
ontracting officer may serve notice to the contractor in writing of the default, 
ind if the contractor does not rectify the default within 60 days, the contracting 
officer, without prejudice to other rights resulting from breach of contract con 
litions, may, by written notice, terminate the right of the contractor to proceed 
with any or all remaining deliveries under the contract 

b. In the event of any strike, lockout, difference of workmen, accidents, fire, 
explosion, floods ,mobilization, war (whether declared or undeclared), act of 
any belligerent in any such war, riot, rebellion, revolution, blockade; require 
ments, regulations, restriction or other act of any government, whether legal or 
otherwise; the elements, power shortages, transportation failures, shortage of 
railway cars, or any other cause beyond the reasonable control of the con 
tractor, whether or not of the nature or character hereinbefore specifically 
enumerated, which delays or interferes with the performance of the contract, 
performance under the contract shall be suspended in whole or in part until 

I ases to exist. Upon the suspension or rectification of cause or 
iuses delaying performance hereunder, each date, subsequent to the happening 
or happenings of such cause or causes spec ified in this contract for the per 
formance of any of the terms or conditions hereof shall be extended by the 
number of days during which performance was so delayed and, except as so 
extended, this contract shall be performed in the same manner and to the same 
extent as if performance hereunder had not been suspended; provided, however, 

nothing in this paragraph 16 b shall extend beyond June 30, 1955, the 
periods provided for in paragraph 5. “Delivery” within which the contractor 
obligated to complete delivery. 

c. Unless the contractor shall furnish the Government with written notice of 
the nature and extent of any force majeure condition referred to in paragrap! 
b” hereof, which is claimed to exist, within a reasonable time, after the happen- 
ng thereof, the terms and conditions of said paragraph “b” shall not become 
yperative with respect thereto. 

17. Disputes.—Except as otherwise specifically provided in this contract, all 
juestions of fact involved in disputes arising under the contract shall be decided 
by the Contracting officer, subject to written appeal by the Contractor within 

lirty (380) days, to the Administrator of General Services Administration or 
his duly authorized representatives. In the meantime, the Contractor shall 
diligently proceed with performance. Nothing in this clause, however, shall be 
deemed to preclude the Contractor from any and all rights that it may have at 
law in the event that it cannot agree with the decision of the Administrator of 
General Services Administration or his duly authorized representative upon 
any question of law or fact. 

18. Distribution of documents.—Documents shall be distributed in accordance 
with the attached Form headed “Distribution of Documents.” 








1 Cause ¢ 








ASSIGN MEN OF CLAIMS 


Assignment of Claims (a) Pursuant to the provisions of the Assignment of 
Claims Act of 1940, as amended (31 U. S. Code 203) (41 U. S. Code 15), if this 
contract provides for payment aggregating $1,000 or more, claims for moneys 
due or to become due the Contractor from the Government under this contract 
may be assigned to a bank, trust company, or other financing institution, includ 
ing any Federal lending agency, and may thereafter be further assigned and 
reassigned to any such institution. Any such assignment or reassignment shall 
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cover all amounts payable under this contract and not already paid, and sha 

not be made to more than one party, except that any such assignment or reassign 
ment may be made to one party as agent or trustee for two or more parties 
participating in such financing. Notwithstanding any other provision of this 
contract, payment to an assignee of any moneys due or to be come due under this 
contract shall not, to the extent provided in said Act, as amended, be subject t 
reduction or setoff. 

(b) In no event shall copies of this contract or of any plans, specifications, « 
other similar documents relating to work under this contract, if marked “To; 
Secret”, “Secret”, “Confidential”, or “Restricted”, be furnished to any assigne: 
of any claim arising under this contract or to any other person not entitled to 
receive the same: Provided, That a copy of any part or all of this contract so 
marked may be furnished, or any information contained therein may be dis 
closed, to such assignee upon the prior written authorization of the Contracting 
Officer. 


DISTRIBUTION OF DOCUMENTS FOR MATERIALS OF MEXICAN AND CANADIAN ORIGIN 


The Contractor shall furnish documents in the quantities specified and make 
distribution as follows: 

A. To be mailed to the Examination Branch, Accounts and Reports Divisior 
General Services Administration, 7th and D Streets Southwest, Washington 25 
D. C. 

1. Original and two (2) copies of properly certified invoice 

2. Two (2) certified copies of weight certificates prepared as required i: 
this contract. 

3. Other documents as required by this contract or otherwise requested 
by specific shipping instructions. 

B. To be mailed to Director, Storage and Transportation Division, Emergency 
Procurement Service, General Services Administration, 7th and D Streets Sout! 
west, Washington 25, D. C, 

1. One (1) certified copy of weight certificate. 
2. Two (2) memo copies of Government or Commercial Bill of Lading 
3. Other documents as requested by specific shipping instructions 


Cc. To be mailed to the Collector of Customs at the United States Port of Entry 
through which iterial is to be entered and imported into this country. (Ad 
dress is furnished with shipping instructions, ) 

1. One (1) memo copy of Government or Commercial Bill of Lading 
» One (1) copy of Commercial Invoice 

Db. e mailed to the st ge depot indicated in the shipping instructi 

issued by the Storage and Transportation Division. 


1. One (1) certified copy of weight certificate. 


Other docu ; requested by specific shipping instructior 


Senator Martone, Tell us, did you advance any money to this 
company ¢ 

Mr. Watsu. No, sir, no money was advanced. 

Senator Matone. You just pay for the metal there? 

Mr. Waursn. That is correct, sir. 

The next contract is with the Granby Consolidated Mining, Smelt- 
ing & Refining Co., Ltd., Canada, and under that contract they can 
deliver a maximum of 48 million pounds of copper. 

Senator Martone. They can? 

Mr. Watsu. Yes, sir. 

Senator Matonr. They are not required to? 

Mr. Warsu. They are required to deliver thirty-nine million nit 
hundred thousand, but they can deliver up to 48 million. 

Senator Marong. At what price? 

Mr. Watsu. The price there is the same as in the British Consoli 
dated ; 29.875 cents per pound and 30 cents per pound. 

Senator Martone. For? 


Mr. WALSH. Wire bars. 





this 
this 
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Senator Mauonr. For wire bars and for- 

Mr. Watsn. Cathodes, 

Senator Matonr. What are the cathodes used for ? 

Mr. Watsu. Principally it is put up in that form to permit flexi 

lity in fabrication of copper. 

Senator Martone. What can you fabricate from the cathodes? 

Mr. Watsu. I am not too sure, but I think you can go into tubing, 
heets, rods, probably shapes, and all that sort of thing. 

Senator Matonr. But not wire? 

Mr. WALSH. They use the wire bar for that. They could probably. 
They would have to convert the cathode to a wire bar, and then go 
from there to the wire. 

Senator Martone. What is included in that conversion ? 

Mr. Watsu. I have only seen one operation in my experience, and 

f re they remelt it. 

Senator MALony. It is melted; whatever is necessary is transformed 

the melting operation, and then it is a wire ber ¢ : 

Mr. Watsn. Yes, sir. 

Senator Matonr. That presumably is worth a cent a pound or 

erenbouts ¢ 

Mr. Warsn. The differential is 0.00125. 

Senator Martone. Go ahead. 

Mr. Warsu. That copper ore is mined in Canada. All the smelti 

done in the United States on the Granby Consolidated. Under 
British Metals it is refined in Canada. 


iL hose are the ¢ 


nly Canadian contracts on the copper. 
senator Martone. This copper is produced in Canada? 

Mr. Watsu. Yes. 

Senator Matonr. None of it is produced elsewhere and shipped 
Canada, either in the form of ore or bars? 

Mr. Wausu. No, sir. It is all produced in Canada. 


Senator Maronr. What is the address of this company vou hay 


\ 


t mentioned ¢ 
Mr. WALSH. I do not have it here. I will have to provide that 
Senator Martone. Provide it for the record, please. 

The Inrormation referred to follows): 


i I No 
GI \ SI Ices A S 
I ERGENCY | ( " \ 
Washi? fan J) ¢ October ] 69 
Hon. GEORGE W. MALONE, 
Chairman of the Minerals, Materials, and Fuels Beone ec Sub 
Committee on Interior and Insular Affair 


United States Senate, Washington 25, D.C 


DEAR SENATOR MALONE: In compl ce with your requ ' I 

ve to certain Canadian contracts, please be advised as follows: 

rhe Emergency Procurement Service has, at the present time, two « rac 
with the International Nickel Co. of Canada, Ltd., of 25 King Street We 


Toronto 1, Ontario, Canada 
Contract No. GS-OOP-1474-(SCM), dated September 19, 1951, calls for the 
lelivery of 12,000,000 pounds of nickel 

Contract No. GS-OOP-8423-(SCM), dated October 2, 1952, calls for the delivery 
of 54,000,000 pounds of nickel and 30,000,000 pounds of copper. 

The price of nickel under these two contracts is to be paid in United States 
urrency and shall be the prevailing market price to direct mill customers in 
the United States being charged by the International Nickel Co. on the date 
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of deliveries, f. o. b. cars, Port Colburne, Ontario, less United States import dut 
The price of copper under the contract shall be the monthly average price, f. o. 
refinery quotation for domestic electrolytic copper for the month of delivery 
published in the Engineering and Mining Journal, Metal and Mineral Marke 
As the price moves with the market prices, there is no direct escalation clause 
The following are some of the oflicers of the company : 

Mr. Paul D. Merica, president 

Mr. Henry 8S. Wingate, vice president 

Mr. John S. Thompson, chairman of the board 

Mr. W. F. Kennedy, secretary 

Mr. C. BE. MacDonald, manager, Canadian sales and development 

Mr. J. D. McLean, assistant manager 

Mr. J. R. Gordon, vice president and manager of Canadian operations 

(located at Copperclif, Ont.) 

This service has one contract with the Sherritt Gordon Mines, Ltd., 25 King 
Street West, Toronto 1, Ontario, Canada 

Contract No. GS-OOP-—461—(SCM), dated April 17, 1951, calls for the delivery 
of 50,000,000 pounds of nickel, 25,000,000 pounds of copper, and 750,000 pounds 
of cobalt. 

‘he price of nickel under this contract shall be the average price for the 
month of delivery f. o. b. Port Colburne, Ontario, contract price less any United 
States import duty. 

The price of copper shall be the average price quoted for the month of de 
livery for “copper electrolytic, domestic refinery” plus the month end differential 
quotation for “delivered prices in New England above refinery basis.” 

The price of cobalt shall be the average published price for month of delivery 
for “cobalt, per pound, rondelles or granules, f. 0. b. New York or Niagara Falls, 
with any customs duties for the account of the Government. 
he officers of the company are as follows: 

Mr. Eldon L. Brown, president and managing director. 

Mr. R. G. Mackay, secretary and treasurer. 

No escalation clause is included in the contract. 

This service has a contract with Granby Consolidated Mining, Smelting & 
Power Co., Ltd., of 675 Hastings Street West, Vancouver, British Columbia. 
The company also has an office at 165 Broadway, New York 8, N. Y. 

Contract No. GS-OOP-3906—(SCM), dated March 8, 1953, calls for a minimum 
of 89,900,000 pounds of copper and a maximum of 48,000,000 pounds. 

The ore is produced in Canada and is smelted and refined at the plant of the 
American Smelting & Refining Co. at Tacoma, Wash. 

The price for copper under this contract is 30 cents per pound for electrolytic 
copper wire bars with an allowance of one-eighth of a cent per pound for 
electrolytic copper cathodes f. o. b. common carrier’s conveyance at refinery, 
Tacoma, Wash 

There is no escalation clause in this contract. Duty, if any, is for the account 
of the Government. 

The following are the officers of the company: 

Mr. Julian B. Beaty, president 

Mr. Lawrence T. Postle, vice president and general manager 
Ir. M. V. Mahar, secretary 

Mr. A. 8. Dailie, Jr., treasurer 

This service has a contract dated December 30, 1952, with the British Metals 
Corp. (Canada) Ltd., of Dominion Square Building, Montreal, Canada, which 
calls for the delivery of a minimum of 35,250,000 pounds and a maximum of 44, 
500,000 pounds of electrolytic cathodes at a firm price of .2987 cents per pound, 
and a minimum of 35,250,000 pounds and a maximum of 44,500,000 pounds of 
electrolytic wire bars at a firm price of 30 cents per pound f. o. b. inland car point 
of exportation with any duty for the account of the Government. 

No escalation clause is included in the contract. 

The president of the company is Mr. K. A. Creery, and the vice president, Mr 
L. M. Tucker. 

Very truly yours, 


8 


tl 
1. 


A. J. WauLsu, Commissioner. 


Senator Martone. That is all of the copper contracts in Canada for 
the stockpile ? 
Mr. Watsu. Yes. 
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NICKEI 


Senator Matonr. What about nickel contracts ? 
Mr. Wausu. The stockpile has contracts in Canada with Interna 
tional Nickel and Sherritt Gordon Co. 
Senator Matone. Give the addresses of those companies as you go 
long. 
Mr. WALSH. I do not have that. I will do so. 
Senator Matone. I would like you to provide the name of the presi 
dent and secretary or general manager of the companies also (ineluded 
earlier exhibit. ) 
Mr. Wausu. Very well, sir. 
Would you like information on the domestic contracts for the stock 
pile on copper ¢ 
Senator MALong. What about this nickel contract ? 
Mr. Watsu. International Nickel has contracts in the overall total 
ie 33.000 tons of nickel. 
Senator MALoner. Over what pel iod ? 
Mr. Wausu. That requires completion about June 30, 1958. 
Senator Martone. When did it start production ? 
Mr. WatsuH. It began on August 1, 1951. 
Senator Matonr. The deliveries started ? 
Mr. WatsH. Yes. 
Senator Martone. What was the date of the contract / 
Mr. Watsu. I do not have the date of the contract here, but it would 
be just shortly prior to that. I can prov ide that information. 
Senator Martone. All right. 
(The information referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 


AMENDMENT No. 2 ro Contract No. GS—-OOP—461 (SCM)—Nicket, Copper, CoBAL1 
BETWEEN SHERRITT GORDON MINES, LIMITED AND GENERAL SERVICES ADMINISTRA- 
TION, EMERGENCY PROCUREMENT SERVICE 


THIS AMENDMENT, made and entered into between Sherritt Gordon Mines, 
Limited, 25 King Street West, Toronto 1, Canada, hereinafter referred to as the 
“Contractor,” and the General Services Administration, hereinafter referred to 
as the “Government,” witnesseth, 

WHEREAS the Contractor and the Government entered into contract number 
GS-OOP-461 (SCM) dated April 19, 1951, which together with all amendments 
is hereinafter referred to as the “contract”; and 

WHEREAS the contract provides for the delivery of nickel in the form of pellets 
at a discount of $0.0025 per pound from the market price defined in Article 9 (a) 
of the contract; and 

WHereEAs the Contractor has offered to furnish metallic nickel of a purity 
equivalent to that of electrolytic nickel in the form of ingots of approximately 
twenty (20) pounds each which are quoted at premium of $0.0265 per pound above 
the said market price, and further offers as consideration, to sell such ingots 
inder the same price terms, including the discount, as presently provided for by 
the contract ; and 

WHEREAS for long term storage in the National Stockpile and for wider lati 
tude with respect to consumption by the steel producers, ingots are more desirable 
than pellets in addition to the fact that such ingots will be of a higher minimut 
purity than the minimum requirements of National Stockpile Material Purchase 
Specification P—36, dated February 13, 1952 

Now, THEREFORE, it is agreed that: 

ARTICLE 1. Article 3 of Amen@ément No the contract is hereby amended 
to provide that the Contractor shall deliver kel ingots weighing approximately 
twenty (20) pounds each 


39888—54—pt. 2 i 
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ARTICLE 2. The unit price provided for by the contract, as amended, s} 
remain unchanged 
ARTICLE 3. This Amendment is in the best interest of the United States Goverr 
ment. All terms, conditions and stipulations not inconsistent herewith sh 
remain in full force and effect. This Amendment is made pursuant to the a 
thority contained in the Strategic and Critical Materials Stockpiling Act (6 
Stat. 596) and the Federal Property and Administrative Services Act of 1949 
as amended (638 Stat. 377, 64 stat. 578). 
Acceptance by the Government ; 
By H. (. Mavtt, Jr., 
Director, Purchase Division 
\uGusT 7, 1953. 


Acceptance by the Contractor 
SHERRITT GORDON MINES LIMITED 
By ELvon L. Brow 
Presid f¢ d Mana ng Directo 
(*, WALKI 
Secretary Treasur 
JuLY 31, 1953 
GENERAI. SERVICES ADMINISTRATION 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. OC 
AMENDMENT No. 1 To CONTRACT No GS—OOP-461 (SCM)—NICKEL. Copp 
CoBALT—BETWEEN SHERRITT GORDON MINES, LIMITED, AND GENERAL SERVIC 
AD) NIS LATION, |] MER( N Y PRroct : I tr SERVICES 
THis Aa MENT, made and entered into between Sherritt Gordon Mins 


Limited, 25 King Street West, Toronto 1, Canada, hereinafter 
the “Contractor,” and the General Services Administration, he 
to as the “Government,” witnesseth, 


referred to 


reinatter referre 


WHEREAS the Contractor and the Government entered into contract numl 
GS-OOP—461 (SCM) dated April 19, 1951, which together with all amendme 
is hereinafter referred to as the “contract”: and 

Wuereas the contract provides, in part, for furnishing 50,000,000 pounds 
refined nickel, 25,000,000 pounds of refined copper and 750,000 pounds of refined 
cobalt, delivery of which is contingent upon the obtaining by the Contractor of 
certain funds required to finance a long range development program including 
the construction of a nickel refinery at Edmonton, Alberta, Canada, and the 
construction of a branch line railroad by the Canadian National Railways fron 
the Contractor’s mine at Sherridon, Manitoba, Canada, to Lynn Lake, Manitoba 
Canada, approximately 150 rail miles north of Sherridon; and 

WHereas the contract further provides that should completion of the said 
construction program be delayed beyond January 1, 1954, and should the Con 
tractor as a result thereof, fail to commence deliveries of metals in accordance 
with the contract terms and conditions, the Government will have the right 
to terminate the contract without cost to the Government; and 

Wuereas the Contractor has informed the Government that by reason of 
the said termination provision it has experienced considerable difficulty ir 
obtaining the required financing from private interests and that the source 
from which the Contractor endeavored to obtain such monies has indicated 
that it will favor the application provided the Contractor is protected in the 
event the aforesaid nickel refinery is not completed on schedule ; and 

Wuereas the Contractor has requested the Government to agree to make 
partial payments of forty-five percent (45 percent) of the contract price of 
nickel contained in the concentrates delivered at the proposed refinery site at 
Edmonton, Alberta, such partial pyaments to be made during the period Januar) 
1, 1954, through December 31, 1955, on concentrates which have been produced 
at the Contractor’s mine at Lynn Lake, Manitoba, Canada, during the period 
commencing from the date of commencement of production of nickel concen 
trates at Lynn Lake, Manitoba, Canada, up to and including December 31, 1955 ; 
and 

Wuereas the Contractor has requested modification of the contract to permit 
delivery of pellets of approximately *4 inch diameter and % inch thick, 
each weighing approximately 1 ounce, in lieu of discs as presently provided for 
by the contract, since experimental work to date indicates that this form of 
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S| etal can be produced at slightly less cost ut ing st equipme! whereas 
pment required to produce discs ust be spe designe ul anufac 
ver ed involving a higher capital outlay; and 
sh Wuereas the Government desires to exhaust every ss t f taining 
le a delivery of all refined nickel for storage in the National St 
C (6 Now, THEREFORE, it is agreed that: 
1949 \ LE 1. (a) In the event the Contractor is unable omplete t nst 
att satisf tory per: n ol ts ni r refine E 
i, Lal ida t t J il ie? i i ( l s s 
‘ i to comme e ¢ e! . ie s é ¢ Y s S ( 
on fore January 1, 1954 nd si d the ¢ tract prese satist f 
e | LctL Office s S est ¢ S 
e ( l ( ( é ” 
ie dmor \ au 
EI ch Decembe 1. 1955 Snel ( 3 ‘ 
( mrtractTor ‘ ] I ‘ NI { 
é I l { t 
i I ] ke I ( l ‘ 1) ‘ 
a D 
‘ 1 S E ‘ 
\ eG é nt W 
rig col Cos t] ( p y 
C L il ¢ p iragrapl nad 
Der 
= Jo) e nick 
n ce be ( 
I h ( i¢ 1 é ‘ ( ‘ 
in ul s ines } 
) i TT prac Ct 
)} The Gover l ited re ive ad Cre I ! ns? I 
ihe } es at the said proposed refinery site at Edmonton, Alberta, Canada Che 
Government Inspector’s approval of the analysis shall be indicated writing 
d) It is intended that the Contractor refine the aforesaid nickel concen 
ind trates as provided under the terms of the original contract Upon the delivery 
ned f refined nickel produced from nickel concentrates which the Government has 
© of chased hereunder, the Contractor shall be paid by tl Government the 
ling tract price less the amount paid the Contractor under Article 2 of this 
the endment \fter the extraction of the nickel from the nickel concentrates 
ron d delivery to and acceptance by the Government, the Government shall have 
aba no further interest in or claim to the residue of the concentrates so refined. 
ARTICLE 2. itle to the nickel concentrates shall pass to the Government 
said on the date yment is made to the C ri ! S sf forth Article 2 
on of this amendment The Contractor shall have complete responsibility for any 
nee oss or damage to the Government-owned nickel concentrates 
cht hb) The representatives of the Government shall have full access to 
premises of the Contract: at ny reasonable time in order that the Gove lent 
of material may be inspected and the Contractor agrees to afford the Government its 
full cooperation. Storage of the nickel concentrates by the Contractor subsequent 
ree to the purchase by the Government, will be given by the Contractor without 
ted additional cost to the Government up to the completion of the refining process 
the or the removal by the Government of the nickel concentrates from the premises 


of the Contractor. The concentrates must be segregated from any property owned 
by the Contractor or other persons and must be identified as the property of the 
of United States of America. The Contractor warrants that there will be no 
at impediment to the full, free, and clear title to the nickel concentrates which 
i the Government will receive upon payment of the forty-five percent (45 percent) 
ed fee described herein. 

lod ArTICLE 3. The contract is hereby amended to permit delivery of refined 


pn nickel in the form of pellets approximately *4 inches in diameter and % inches 

+} thick each weighing approximately 1 ounce. The contract price for refined 
nickel delivered under this contract will be reduced $0.0025 per pound, this 

nit reduction representing the savings in cost to the Contractor in the production 

k. and delivery of refined nickel in the form of pellets rather than discs 

‘or 


of 
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ArricLe 4. Notwithstanding ony other provisions of this contract, the maximum 
obligation of the Government hereunder shall not exceed $61,600,000 In the 
event the amount due or payable to the Contractor for deliveries of material 
hereunder totals the aforesaid dollar amount prior to the completion of this 
contract, any undelivered quantities of material otherwise deliverable pursuant 
hereto shall be cancelled without liability to the Government. The Government 
reserves the right to itself to increase, if it so desires, the maximum obligation 
stated herein. 

ARTICLE 5. The words “ninety (90) days” which appear in Article 18, Force 


Majeure, paragraph (b) thereof, are hereby deleted and in their plice ars 
substituted the words “three (3) years.” 

ArticLk 6. This Amendment is in the best interest of the United States Govern 
ment. The unit prices ultimately to be paid under the contract have bee 
reduced. All terms, conditions, and stipulations not inconsistent herewith shall 
remain in full force and effect This Amendment is made pursuant to the 


authority contained in the Strategie and Critical Materials Stockpiling A 
(60 Stat. 596) and the Federal Property and Administrative Services Aet 
1949, as amended (65 Stat. 377, 64 Stat. 578). 
Acceptance by the Government: 
By H. C. Mavi, J! 
Director, Purchase Division 
FEBRUARY 13, 1952 
Acceptance by the Contractor: 
SHERRIPT GORDON MinNes LIMITED, 
By Epon L. Brown, 
President and Managing Director 
FEBRUARY 13, 1952 


Contract No. GS—-OOP—461 (SCM)—vror tHE SALE AND PurRCHASE oF REFINED 
NIcKEL, CoprpeR AND CoBpaLt Mevrat BETWEEN THE UNITED STATES OF AMERICA 
AND SHERRITT GORDON MINES LIMITED 


THIS CONTRACT, made and entered into this 19th day of April 1951, by and 
between the United States of America, acting through the Emergency Procure 
ment Service of the General Services Administration (hereinafter referred to 
as the “Government’’), and Sherritt Gordon Mines Limited, a corporation organ 
ized and existing under the laws of the Province of Ontario, with its offices 
situated at 25 King Street West, Toronto, Canada (hereinafter referred to as 
the “Contractor’’). 

WITNESSETH THAT: 

WHEREAS, nickel, copper and cobalt are strategic and critical materials within 
the purview of the Strategic and Critical Materials Stock Piling Act of 1946, 
Publie Law 520, 79th Congress (60 Stat. 596) ; and 

WHereas, domestic production of such metals is presently insufficient to supply 
the industrial, military and naval needs of the United States for the purpose 
of the National Defense Program; and 

Wuereas, the Contractor represents that it is the owner of certain nickel- 
copper (including cobalt) deposits located at Lynn Lake, Manitoba, which are 
capable of producing substantial quantities of ores containing said metals; and 

WHEREAS, certain financing is necessary for the development of these mining 
operations, including the construction of a branch railroad line extending approx- 
imately 150 miles from a point on the railroad serving that area to the location 
of the deposits at Lynn Lake; and 

Wuereas, the Contractor represents that the necessary financing is presently 
the subject of negotiations between the Contractor and certain private banking 
interests; and 

WHereas, the Government desires to exhaust every possibility of increasing 
its supply of nickel, copper and cobalt intended for storage in the National 
Stock Pile 

Now, THEREFORE, the parties hereto do each respectively agree as follows: 

ARTICLE 1. Scope of contract. 

Subject to the conditions set forth in paragraph (a) and (b) of Article 2 during 
the period 1951 to and including December 31, 1958, the Contractor shall 
sell and deliver to the Government and the Government shall purchase certain 
quantities of refined nickel, cobalt and copper metals in the manner, at the prices, 
and at the times hereinafter specified. It is understood that no metals shall be 
delivered hereunder except those produced from ores mined at the properties 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 251 


imum ed or under the control of the Contractor which are located at Lynn Lake 
a the d/or Sherridon. 
eria ARTICLE 2. Condition precedent 


this The Contractor represents that delivery to the Government of the refined metals 





juant as hereinafter provided for ll be contingent upon the completion of a con 
ment struction program which the Contractor shall endeavor to accomplish or cause 
itio to be acco iplished by or in the interest of the Contractor by not later than Janu 
1. 1954, and which shall principally consist of the following: 
Poin a) The construction of a branch railroad line by the Canadian National Rai 
: iys from the Contractor’s mine at Sherridon, Manitoba, Canada, to Lynn Lake, 
Manitoba, Canada, site of a nickel-copper deposit currently under development 
ern the Contractor and situated approximately 150 rail miles north of Sherridon, 
bee and 
shall b) The obtaining by the Contractor of certain funds needed to finance the 
th velopment and the completion of a construction program including the con 


Vv ruction of a nickel refinery to be located in Alberta, Canada. It is understood 














7 that the General Services Administration shall have no contractual interest in o1 
esponsibility for the fulfillment of the condition set forth in this paragrapl 
¢) It is agreed that the Contractor will keep the Government fully informed 
f its progress in fulfilling the objectives referred to in paragraph (a) and (b) 
n ‘this Article. It is further agreed that should said construction program be 
ived beyond January 1st, 1954, and should the Contractor, as a result thereof, 
fail to commence deliveries of metals unde the terms of this contract before 
December 31st, 1954, the Government will have the right to terminate the col 
ract without cost to the Government 
ARTICLE 3. Quantity 
¥ { )The Contractor sha deliver to the G er! ent mint im @q ntity f 
YO OOO OOO pounds of ret ned I ckel al d the ¢ ntractor 1! ivy at its { cle el 
the Government an additional 30,000,000 pounds of such metal; provider 
rn le EVE hat the Contractor elects to deliver su addi i] quar ne 
" ereof shall be given the Gove meé he l es bed \ ele S&S (« 
RICA reof 
(b rl I sti cle eT G SOO t 25 OOO OOK 
and pounds avoirdupois) of elect ytic copper e bar ereunder! 
Ire The ¢ li rsl deliver to the Gove ent To0.0 1) 1X S duy 
| to elined cobalt metal hereunder 
an A variation in the quantity of each metal deliverable nder the contract 
ices ceeding 1° wi he accepted as full comy the « tract q I eS 
is ecified in paragraph (a) through (c) above 
RTICLE +4. Quality 
a) The nicke be fu shed un this col S t f 
hin ng chemical and physi requirements 
46, ad 


1. Chemical Require : 
Nickel (Ni) plus Co ! ! 99. AD 


) ' ‘ 
ply Cobalt (Co) max 1. 00 
se + >= 
Ee Iron (Fe) : do 25 
1 Sulphur (S) ’ do 02 
e]- 
| Carbon (C) 1¢ 10 
ire 
nd 2. Physical Requirements: 
ng The nickel shall be in the form of discs, approximately 214’’ in diameter and 
x l’’ thick, weighing 1 pound each or in such other form as may equally be 
on ceptable to the General Services Administration The material shall have a 
lean surface, free from dirt, slag or other foreign material. 
tly (b) The electrolytic copper wire bars to be furnished under the contract shall 
ng conform to the chemical and physical requirements of the American Society 
for Testing Materials Specification B—5, latest revision in effect on the date of 
for Test Mat SI t I t ff ] 
ne each delivery. All material shall be in the form of 250 pound wire bars 
al (c) The refined cobalt metal to be furnished under the contract shall be 
suitable for the production of ferrous and nonferrous alleys 
1, Chemical Requirements: 
Each lot of cobalt metal shall conform to the following 
ng , nt 


ull Cobalt (Co) ‘ minimum 7. OO 

in Nickel (Ni) ~~~ 7 pee maxim 

8 Irone (Fe) d 

be Carbon (C) a a do ) 

es Copper (Cu) 1 l 
Sulphur (8) 5 d 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


2. Physical Requirements: 

The cobalt shall be supplied in the form of rondelles, discs, lump and/or 
granular form. All material shall pass a two and three-quarter inch (2%4’ 
screen and none shall pass a 6-mesh Tyler Standard Screen, All material in at 
one lot shall be of the same approximate size. 

ARTICLE 5. Inspection. 

(a) The metals refined and produced hereunder shall be inspected prior to 
shipment by an inspector-representative of the Government and a representative 
on behalf of the Contractor. Such inspection shall be accomplished concur 
rently and in such a manner as not to interfere with the manufacturing process 
or delivery schedules of the Contractor. However, the Government inspector 
representative for the purposes of this Article shall, upon presentation of proper 
credentials, have free access to the premises of the Contractor during usual 
working hours and shall be afforded the full cooperation of the Contractor for 
the accomplishment of these purposes. 

(b) It shall be the firm obligation of the Contractor to notify the Government 
not less than ten (10) days prior to the anticipated availability of a lot of 
nickel, copper or cobalt metal for inspection and shipment. 

Artic.e 6. Sampling, analyzing and weighing. 

In order to assure that the metals produced hereunder shall comply with the 
specifications set forth in Article 4 hereof, all metals shall be sampled and 
analyzed in accordance with the following: 

(a) Sampling and analyzing of nickel shall be performed by the Government 
or its designated representative in accordance with the methods prescribed by 
the American Society of Testing Materials Specification B-89-22, latest revision, 
as far as is applicable to chemical requirements. 

(b) With respect to copper wire bars, sampling and examination for physical 
defects shall be performed at the Contractor’s designated refinery. For purposes 
of sampling and analyzing, the size of the lot shall be agreed upon between the 
said representatives of the Contractor and the Government, but shall not be 
greater than a furnace charge (approximately 350 tons) and not less than fifty 
tons. Whenever possible, the Government representative shall be present during 
the pouring of a furnace charge from which deliveries are to be made hereunder 
The Government representative shall witness the selection of three wire bars 
taken at intervals during the pour from which samples for chemical analysis will 
subsequently be taken. The Government representative shall also witness the 
taking of a sample from the furnace ladle and the pouring of the test billet from 
which a standard wire will ultimately be drawn for resistivity test. In the event 
that the Government representative is unable to be present during any pour from 
which a lot is to be delivered hereunder, he shall be entitled to select three wi 
bars from each lot of fifty tons or more which shall provide the metal necessary 
for chemical analysis and resistivity testing. The samples above referred to for 
chemical analysis shall be secured from the three bars obtained from each lot as 
described above by drilling five holes 1% inch in diameter at points equally spaced 
between the ends of the bars. The drillings so obtained shall be thoroughly 
mixed to make up a sample. The billet prepared from each lot as provided for 
above shall be swedged out into a rod which shall be drawn into a sample wire for 
resistivity testing. Notwithstanding the foregoing, it is understood that the 
analysis and testing of samples shall be in strict accordance with Specification 
B—5 of the American Society for Testing Materials. 

(c) As to refined cobalt metal, the lot size for purposes of inspection shall 
be not more than 100,000 pounds maximum nor less than a minimum car lot 
Sampling and examination for physical quality shall be performed at the 
Contractor’s designated producing plant. Sampling shall be done by the Con- 
tractor’s representative in the presence of the Government inspector in accord 
ance with good commercial practice and in a manner mutually agreeable to 
both parties. 

(d) Each composite sample of nickel, cobalt, and copper shall be divided into 
three equal parts, one to be retained by the Contractor and two (2) by the Gov 
ernment, one of which shall be forwarded for Government analysis and testing 
and the other sealed and held by the Government as an umpire sample if 
necessary. 

(e) In the event of disagreement on chemical analysis the umpire sample 
shall be submitted to a mutually agreed upon umpire whose determination shall 
be final. The cost of the umpire shall be paid by the party against whom the 
determination is made. 
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The Government shall reject all material which does not comply with 
ntract requirements and shall be reimbursed by the contractor for all costs 
urred by the Government in connection with rejected material. The Con 
ctor shall replace all material rejected with material meeting the contract 
ecifications. 
¢) Contractor’s or Refiner’s certified weight certificates shall govern as to 
intity. Cost of weighing, if any, shall be for the Contractor’s account 
\RTICLE 7. Packaging. 

1) The nickel discs shall be packed in wooden kegs of standard weight. 
gs shall be loaded into the common carrier’s conveyance and braced to the 
tisfaction of the authorized representative of the appropriate common carrier 

') The copper wire bars shall be loaded in the manner prescribed in illustra- 
n No. 4, Pamphlet No. 37, of the Association of American Railroads, issued 
y 1944, except that steel strapping will not be required. However, the wire 
irs shall be sufficiently blocked at each side of the doorway in order that the 
worway area will remain clear during a rough haul. This shall be accomplished 

cordance with prevailing United States commercial practice. A copy of 
said publication will be made available to the Contractor. 

c) Cobalt metal shall be packed in steel drums, hardwood barrels and/or 
gs of standard weight, but all containers comprising any given lot shall be 
he same nominal size and shape. The following information will be marked 

he side of each container: 

Cobalt Metal 

Form discs (rondelles, lump, granular) 

Country of Origin 

Contract Number 

Lot Number (Supplier’s) 

Net Weight 

All cost of packaging loading omunon carrier’s conveyance shall 

r the account of the Contractor 
ARTICLE & Delivery 
a) Delivery of all metals hereunder shall be made during the five-year period 

wry 1, 1954. through December 31, 1958 

Delivery of nicke ind cobalt shall be made f. o. b. Common Carrier's 

onveyance, Contractor refinery, Which refinery shall be established at Edmon 

Alberta, Canada, or such other location in Alberta as Contractor may deter 

Delivery of . a he made f. « Common Carrier’s Conveyance 
refinery or plant located at Copper Cliff, ontreal East, and/or from 

ntractor’s refinery above named. 

With respect t ‘1, as far as possible tl ntractor shall, subject 
he provisic f rticle 2 hereof, ke deliver in minimum quarterly 


ntities o schedule of deliveries is 


¢ 
1 


ually agreed pol ‘tween the rreto; provided, wever, that 
ld the Contractor and the G » ent fail to upon a revised schedule, 
e said minimum quarterly quantiti shal main in effect However, at 
ist 30,000,000 pounds shall be delivere 1 first three years of the 
mtract period. The Contractor shi: lave tl cht of anticipating deliveries 
nd of completing delivery of the tot: il r tiaximum contract quantity 


a shorter period than i resently pr led the event the Con ctor 
ects to exercise this right, tice te ii ffect shall be furnished to the 
;overnment as far in advance : ible, statins the quarterly periods to 
» affected. Not later than 830 days prior to the first day in each calendar 


juarter, the Contractor shall advise the Government of the amount which is 


j 


proposed to be delivered during each month of that calendar quarter, specify y 
at proportion of such delivery shall apply to the minimum contract quantity 
nd what proportion shall apply to the optional quantity of the contract 
d) The rate of delivery for copper and cobalt meta! subject to the provisions 
if Article 2 hereof, shall be, as far as possible, in equal quarterly quantities, 
inless some other schedule of deliveries is mutually agreed upon between the 
arties hereto; provided, however, that should the Contractor and the Govern- 
ient fail to agree upon a revised schedule, the said minimum quarterly quanti- 
ties shall remain in effect. In this connection, the right is also reserved by the 
Contractor to anticipate deliveries and to complete delivery of the total tonnage 
in a shorter period than the contract period. 
(e) On-the basis of the notice of availability received from the Contractor 
as provided for in Article 8 (c) hereof, the Government shall furnish shipping 
instructions to the Contractor by not later than the fifteenth day of the month 
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preceding the indicated month of shipment The Contractor, acting as | 
warding Agent for the Government, but without remuneration for such service 
shall attend to the shipment of all materials in accordance with shipping 
structions furnished by the Government and shall provide the Government with 
all necessary shipping documents. The Contractor will make no charge f 
the clerical work of preparing such documents, but should there be incurrs 
any charges such as consular fees or any charges incidental to the storage of 
material, or should the Government request the Contractor to pay freig] 
charges from f. 0. b. cars at the refinery to destinations to be designated by tl 
Government, such cash outlays shall be for the account of the Governme: 

(f) In the event the Government fails to issue the shipping instructions 
referred to in paragraph (e) of this Article 8S then immediately following the 
termination of such calendar month, the Contractor shall caus torage cert 
cates or their equivalent to be issued in favor of the Government coverin: 
tonnage for which it has not received shipping instructions The issuance o 
such storage certificates shall constitute good delivery under this contract. The 
Contractor will provide free storage for one calendar month, but should the 
Government not take physical delivery by then, the Government shall be liable 
for any just and reasonable storage or other charges assessed against or in 
curred by the Contractor arising from failure to take delivery. Upon subsequent 
receipt of shipping instructions covering the quantity of material so held in 
storage, or any part thereof, the Contractor shall load such material in railroad 
cars and ship in accordance with such Government shipping instructions Phe 
cost of such loading shall be for the account of the Government 

ARTICLE 9. Price 

(a) The unit price to be paid the Contractor at point of delivery for each 
commodity shall be the average price for Nickel, Copper and Cobalt respectively 
in United States dollars as published by the E&M.J Metal and Minerals Markets 
for the month of delivery and as set forth in the following 

1. Said price for nickel shall be the average price for the month of 
delive ry for “NICKEI per lb.. electrolytic cathodes, f. 0. b Port Colborne 
Ontario, contract price,” less any U. S. import duty to a maximum of 1\4¢ 
per pound ineluded in such Port Colborne price as duty paid 

2. As to copper, the price shall be the average price quoted for the mont! 
of delivery for “Copper: Electrolytic, Domestic Refinery,” plus the month 
end differential quotation for “delivered prices in New England above refinery 
basis.” 

3. With respect to cobalt, the price shall be the said average publish: 
price for month of delivery for “Conart—per Ib., rondelles or granules * 

f.o. b. N. Y. or Niagara Falls.” 

(b) Any U. S. duty or taxes existing now or 
covered by this contract shall be for the account of the Government. The Govern 
ment shall arrange for customs entry of all metals into the United States. The 
aforesaid prices are payable on tonnages delivered f. 0. b. Common Carrier's 
Convevance, Contractor's refinery, in the case of nickel and cobalt, and at Mon 
treal East and/or Copper Cliff and/or Contractor’s refinery, in the case of copper 

(c) If during the life of this contract the price of nickel, copper or cobalt should 
be placed under control by the United States Government, and/or the Canadiat 
Government, acting in their sovereign capacity, to such an extent that the ¢ 
tractor in all good faith should believe that any quotation referred to above 
ceases to represent a free market quotation, then, upon the written request of the 
Contractor, the Contractor and the Government shall negotiate promptly wit! 
respect to the price or prices to apply to deliveries thereafter to be made under 
the contract. In the event of the parties being unable to agree on a revised price 
or prices under the contract as hereinabove provided, the Contractor shall have 
the right by notice in writing to the Government, to cancel the contract without 
cost to either party as to all material not delivered under the contract upon the 
date of such notice of cancellation and on which the Contractor is not in default 

ARTICLE 10. Payment. 

Payment for all deliveries accepted under the contract shall be made by United 
States Government check promptly upon receipt by the Government of properly 
certified invoices, showing marks, pieces, and weights, accompanied by certified 
weight certificates 

ARTICLE 11. Certification of invoices. 

Each invoice shall have printed, stamped or typed thereon the following cert 
fications, to be signed by the Contractor’s duly authorized representative, with |} 
title indicated : 


hereafter imposed on the me 
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“T certify that the above bill is correct and just; that payment therefor has 
not been received ; and that the material covered by this invoice is of Canadian 
origin.” 

\RTICLE 12. Taxes and charges 

\ll Canadian taxes, general or local, now or hereafter imposed, in connection 

th the material sold hereunder or the production, extraction, processing, sale 
exportation, proceeds or value thereof, shall be for the account of the Contractor. 

ARTICLE 13. Warranty. 

The Contractor warrants that all material sold hereunder shall be free and 
lear of all claims of third parties. The Contractor shall indemnify, hold harm 
ess and defend the Government against all claims and demands with respect to 

ch material. 

\RTICLE 14. Notices 

All notices and communications required in connection with the contract shall 

her be in writing or by telegraph, and if intended for the Government shall be 

to it at 7th and D Streets SW., Washington 25, D. C., and if intended for the 
ntractor shall be sent to it at 25 King Street West, Toronto 1, Canada, or to 
uch other address as either party may hereafter specify to the other in writing 

ARTICLE 15. Distribution of documents. 

The Contractor shall furnish documents in the quantities specified and make 
listribution as follows: 

a) To be mailed to the Examination Branch, Accounts and Reports Division, 

neral Services Administration, 7th and D Streets SW., Washington 25, D. C 

(1) Original and two (2) copies of properly certified invoices. 

(2) Two (2) certified copies of weight certificates prepared as required 
n this contract 

(3) Other documents as required by this contract or otherwise requested 
by specific shipping instructions. 

(b) To be mailed to Director, Storage and Transportation Division, Emet 
gency procurement Service, General Services Administration, 7th & D Streets, 
SW... Washington 25, D. C 
(1) One (1) certifed copy of weight certificate 
(2) Two (2) memo copies of Government or Commercial Bill of 
(3) Other documents as requested by specific shipping instructions 

«) To be mailed to the Colleetor of Customs at the Un ted States Port of 
try through which material is to be entered and imported into this country 
\ddress is furnished with shipping instructions. ) 

(1) One (1) memo copy of Government or Commercial Bill of Lading 

(2) One (1) copy of Commercial Invoice 

1) To he mailed to the storage denot indicated in the shipping instructions 
ssued by the Storage and Transportation Division 

(1) One (1) certified copy of weight certificate 

(2) Other documents as requested by specific shipping instructions 

\RTICLE 16. Covenant against contingent fees 

fhe Contractor warants that no person or selling agency has been employed 

retained to solicit or secure this contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained 
hy the Contractor for the purpose of securing business For breach or violation 
of this warranty the Government shall have the right to annul this contract 
vithout liability or in its discretion to deduct from the contract price or con- 
sideration the full amount of such commission, percentage. brokerage. o1 
contingent fee 

ARTICLE 17. Disputes 

Except as otherwise specifically provided in this contract, all questions of 

ct involved in disputes arising under the contract shall be decided by the 
Contracting Officer, whose decision shall be in the form of written findir ; 

ct Whenever a contractor is aggrieved by such decision, he may 
election : 

(1) Within thirty (30) days from the date of mailing or otherwise furnish 
ing a copy of such findings to the contractor, appeal in writing to the 
Administrator of General Services, or his duly authorized representative, 
whose decision shall be final and conclusive upon the parties hereto: or (2) 
Pursue any rights that he may have against the United States by law In 
the meantime, the contractor shall diligently proceed with the performance 

f the contract 
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ARTICLE 18. Force majeure. 

(a) Except as hereinafter provided in subparagraph (b) of this article, in the 
event the contractor refuses or fails to make deliveries of material conforming 
to the specifications as defined in the contract within the time specified or any 
extension thereof, or to perform faithfully any conditions of the contract, th: 
Contracting Officer may give written notice to the Contractor of such breach 
in the contract conditions and on failure of the Contractor to cure such breach 
within thirty (30), days after the receipt of such notice, the Contracting Officer 
without prejudice to other rights resulting from breach of the contract condi 
tions, may, by written notice, terminate the right of the contractor to proceed 
with any or all remaining deliveries under the contract. 

(b) In the event of any strike, lock-out, difference of workmen, accidents 
fire, explosion, floods, mobilization, war (whether declared or undeclared) act 
of any belligerent in any such war, riot, rebellion of any government, whether 
legal or otherwise; the elements, power shortages, or any other cause beyond 
the reasonable control of the contractor, whether or not of the nature or chat 
acter hereinbefore specifically enumerated, performance under the contract 
shall be suspended in whole or in part until such cause ceases to exist and there 
after the time for fulfillment of the contract shall be extended by the length of 
time during which such cause prevented performance under the contract; pro 
vided, however, that any suspension of performance pursuant to this clause shal 
not exceed ninety (90) days unless otherwise agreed upon, in writing, by the 
Government. 

In the event any force majeure condition provided for in this clause continues 
beyond said ninety (90) days suspension period, the Government, at its option, 
may agree, in writing, to extend said suspension period or may cancel the con 
tract with no cost to either party with respect to the undelivered portion thereof 

(c) Unless the Contractor shall furnish the Government with written notice 
of the nature and extent of any force majeure condition referred to in paragraph 
(b) hereof which is claimed to exist, within a reasonable time after the happen- 
ing thereof, the Terms and Conditions of said paragraph (b) shall not become 
operative with respect thereto. 

ARTICLE 19. Definitions. 

As used throughout this contract the following terms shall have the meanings 
set forth below: 

(a) The term “Administrator” means the Administrator of General Services 
and the term “his duly authorized representative’ means any persons or board 
(other than the contracting officer) authorized to act for the Administrator. 

(b) The term “contracting officer” means the person executing this contract 
on behalf of the Government and any other officer or civilian employee who 
is a properly designated contracting officer; and the term includes, except as 
otherwise provided in this contract, the authorized representative of a con 
tracting officer acting within the limitation of his authority. 

ARTICLE 20. Officials not to benefit. 

No member of or delegate to Congress, or resident cominissioner, shall be 
admitted to any share or part of this contract, or to any benefit that may arise 
therefrom; but this provision shall not be construed to extend to this contract 
if made with a corporation for its general benefit. 

ARTICLE 21. Contract authority. 

This contract is entered into pursuant to the Strategic and Critical Materials 
Stock Piling Act (60 Stat. 596) and the Federal Property and Administration 
Services Act of 1949 (Public Law 152, 81st Congress), as amended. 

IN WITNESS WHEREOF, the parties hereto have made and entered into this 
agreement as of the day and year first above written. 


UNITED STATES OF AMERICA, 
By H. C. MAvLL, Jr., 
Acting Director, Purchase Division. 
APRIL 19, 1951. 
SHERRITT GorDON MINES LIMITED, 


By Evpon L. Brown, President. 
APRIL 17, 1951. 
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GENERAL CONDITIONS FOR STRATEGIC AND CrITICAL MATERIALS AND SERVICES 
CONTRACTS 


1. Offer and acceptance.—Offers are made on the basis that acceptance, within 
the time specified, of the offer to furnish any or all of the materials, supplies 
or services described therein shall constitute a contract between the offeror and 
the United States Government, which will bind the offeror to furnish and deliver 
the materials, supplies or services for which his offer is accepted. 

2. Discount—i(a) If the contract is one for materials or supplies, time, in con- 
nection with discount offered, will be computed from date of the delivery of 
the materials or supplies to carrier when final inspection and acceptance are at 
point of origin or foreign port of embarkation, or from date of delivery at desti- 
nation when final inspection and acceptance are at this point, or from date cor- 
rect bill or voucher, properly certified by the contractor, is received if the latter 
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date is later than the date of delivery. (b) If the contract is one for service, 
time, in connection with discount offered, will be computed from date of receipt 
of correct bill or voucher, properly certified by the contractor, covering the serv 
ice rendered, and after performance of such service and acceptance thereof by the 
Government. 

3. Time of delivery.—The materials, supplies or services described in the con 
tract shall be delivered within the time provided for in the schedule of deliveries 

t. Buy American Act.—Unless otherwise specified in this contract, the con 
tractor agrees that there will be delivered under this contract only such unmanu 
fuctured articles, materials, and supplies (which term “articles, materials, and 
supplies” is hereinafter referred to in this clause as “supplies’) as have been 
mined or produced in the United States, and only such manufactured supplies 
as have been manufactured in the United States substantially all from supplies 
mined, produced, or manufactured, as the case may be, in the United States. 

5. Minimum order; weight.—Unless otherwise indicated, as for example, by 
minimum percentage chemical content, packing requirements, lot sizes, or state 
ment of a minimum order limitation, the unit shown for each item determines the 
smallest quantity which a contractor will be required to deliver. Where the 
unit shown is a measure of weight, such weight is understood to be net unless 
otherwise stated. 

6. Oral modifications.—No oral statement of any person shall be allowed in any 
manner to modify or otherwise affect the terms of the offer, specifications or 
contract. 

7. Inspection and test.—(a) All material and workmanship shall be subject 
to inspection and test at all times and places and, when practicable, during manu 
facture. In case any materials, supplies or services are found to be defective in 
quality, Composition, or workmanship, or otherwise not in conformity with the 
specifications, the Government shall have the right to reject such materials, sup- 
plies or services, or to require their correction or replacement, or to accept them 
at a proper reduction in price. Rejected materials, supplies or services shall be 
removed by and at the expense of the contractor promptly upon request. The 
contractor shall be liable to the Government for any cost of removal, correction 
or replacement resulting from failure to do so as required. 

(b) If preliminary or final inspection or test is made on the premises of the 
contractor or subcontractor the contractor shall furnish or arrange to furnish, 
without additional charge, all reasonable facilities and assistance. Inspection 
and tests shall be performed by the Government in such manner as not to unduly 
delay the work. Special and performance tests shall be made as described in 
the specifications. The Government reserves the right to charge the contractor 
for any additional cost of inspection or test when materials, supplies or services 
are not ready at the time inspection or test is requested by the contractor. 

(c) Final inspection and acceptance of the materials, supplies and services will 
be made after delivery, unless otherwise stated. If final inspection is made at a 
point other than the premises of the contractor or subcontractor it shall be at 
the expense of the Government except for the value of tested samples used and 
rejected. Final inspection shall be conclusive except as to latent defects, fraud 
or gross mistake. Final inspection and acceptance or rejection of materials, 
supplies or services shall be made as promptly as practicable but failure se to 
inspect and accept or reject materials, supplies or services shall not impose 
liability on the Government for materials, supplies or services which do not 
conform to the specifications. 

8. Responsibility for materials and supplies.—The contractor shall he responsi 
ble for materials and supplies covered by the contract until delivered at the 
designated point, regardless of the point of inspection. and the contractor shall 
bear all risks as to rejected materials and supplies after notice of rejection. 

9. Variance in quantity.—Unless otherwise specified any variation in the quan- 
tities delivered under the contract, not exceeding 10 percent, will be accepted, 
when caused by conditions of loading, shipping, packing or allowance in manu 
facturing processes. 

10. Assignment of payments.—lIf this contract provides for the payment in the 
aggregate of $1,000.00 or more, then all moneys due or to become due there- 
under may be assigned by the contractor to a bank, trust company or other 
financing institution, including any Federal lending agency, in accordance with 
the provisions of the Assignment of Claims Act of 1940 (54 Stat. 1029, 31 U.S. C. 
208, 41 U. 8. C. 15). 

11. Federal tares.—(a) The prices offered herein shall be deemed to inelude 
any Federal taxes imposed by the Congress which on the date of this offer are 
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{ icable to the materials, supplies or services, or components thereof, offered 
If (1) after the date of this offer (A) the Congress shall impose any tax, 0 
B) it shall increase any then existing tax, or (C) the Bureau of Internal 
Revenue shall rule that a tax theretofore imposed is applicable and the contractor 
the time of making his offer reasonably believed that the tax was not applicable 

h respect to the production, processing, manufacturing, ding, import 
sule of any materials, supplies or services 
this offer, and (2) the contract 
ntractual obligation to pay sucl 
eation and proof thereof by the 


Lies or services concerned 
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time specified 

tions of the contract, 
esulting from breach 
he right of the cont 

e contract, 

(b) In the event of any strike, lock-out, difference of workmen, accidents, fir 
explosion, floods, mobilization, war (whether declared or undeclared) ac 
ny belligerent in any such war, riot, rebellion of any government. whether 

otherwise; the elements, power shortages, or any other cause beyond the 
reasonable control of the contractor, whether or not of the nature or charact¢ 


ereinbefore specifically enumerated, performance under the contract shall be 


uspended in whole or in part until such cause ceases to exist and thereafter 


he time for fulfillment of the contract shall he ex ded by the length of 


during which such cause prevented performance under the contract; provided 
however, that any suspension of performance pursuant to this clause shall not 
exceed ninety (90) days unless otherwise agreed upon, in writing, by the Govern 
ment In the event any force majeure condition provided for in this clause 
continues beyond said ninety (90) days suspension period, the Government, at 
its option, may agree, in writing, to extend said suspension period or may 
cancel the contract with no cost to either party with respect to the undelivered 
portion thereof 

(ec) Unless the contractor shall furnish the Government with written 

f the nature and extent of any force majeure condition referred to 
graph (b) hereof which is claimed to exist, within a reasonable tin 
the happening thereof, the Terms, and Conditions of said paragraph 
not become operative with respect thereto. 

13. Covenant against contingent fees.—The contractor warrants that he has 
not employed any person to solicit or secure this contract upon any agreement for 
a commission, percentage, brokerage or contingent fee. Breach of this warranty 
shall give the Government the right to annul the contract or, in its discretion 
to deduct from the contract price or consideration the amount of such commis 
sion, percentage, brokerage or contingent fee. This warranty shall not apply to 
commissions payable by contractors upon contracts or sales secured or made 
through bona fide established commercial or selling agencies maintained by the 
contractor for the purpose of securing business. 

14. Benefit to congressional officials—No member of or delegate to Congress 
or resident commissioner shall be admitted to any share or part of this contract 
or to any benefit that may arise therefrom unless it be with a corporation for 
its general benefit. 
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15. Disputes.—Except as otherwise specifically provided in this contract, a 
questions of fact involved in disputes arising under the contract shall be decided 
by the Contracting Officer, whose decision shall be in the form of written findings 
of fact. Whenever a contractor is aggrieved by such decision, he may, at his 
election : 

(1) Within thirty (30) days from the date of mailing or otherwise furnishing 
a copy of such findings to the contractor, appeal in writing to the Administratoy 
of General Services Administration, or his duly authorized representative, whos 
decision shall be final and conclusive upon the parties hereto: or (2) Pursu 
any rights that he may have against the United States by law In the mean 
time, the contractor shall diligently proceed with the performance of the 
contract, 

16. Definitions.—(a) The term “Government” as used herein shall mean the 
United States of America (b) The terms “contracting officer’ as used herein 
shall mean the official of the Federal Supply Service executing this contract ir 
behalf of the United States of America and shall include his duly appointe 
successor or his authorized representative 

(The following conditions 17 through 21 shall not apply to any work or ser 
ices performed under the contract outside the United States or in connect 
with the mining, processing, producing, or manufacturing outside of the United 
States of any materials or supplies to be delivered under this contract.) 

17. Offers of former Covernment property.—There is no law against selling 
back to the Government former Government surplus property, but the Federal 
Supply Service wants to know if it is buying such surplus. Accordingly, i 
submission of the offer herein, the offeror warrants, to the best of his know- 
ledge, information and belief, that, except as otherwise expressly stated in the 
offer, none of the items or their components covered by the offer have been or 
will be acquired either directly or indirectly from any activity or agency of th 
United States Government or from any Government-owned corporation. Breach 
of this warranty shall give the Government the right to terminate the right of 
the contractor to proceed with any or all further deliveries under the contract 

18. Patents Che contractor shall hold and save the Government, its officers 
agents and employees, harmless from liability of any kind, including costs and 
expenses, On account of any patented or unpatented invention, article, devi 
or appliace manufactured or used in the performance of the contract, includin 
use by the Government, 

19. Antidiscrimination.—The contractor, in performing the work required by 
this contract, shall not discriminate against any employee or applicant for 
employment because of race, creed, color or national origin. The contractor shal 
include in all subcontracts a provision imposing a like obligation on subcon 
tractors. 

20. Walsh-Healey Public Contracts Act.—The representations and stipulations 
pursuant to the Walsh-Healey Public Contracts Act (49 Stat. 2086, as amended, 
41 U. S. C. 35-45) as set forth in Regulation No. 504, as amended, of the Sec- 
retary of Labor under that Act, are hereby made a part of this contract unless 
the contract is for a definite amount not in excess of $10,000 or is not one for 
the manufacture or furnishing of materials, supplies, articles or equipment 
(Note: The contractor’s attention is directed to the possibility that wage deter 
mination may have been made under the Walsh-Healey Public Contracts Act 
providing minimum wages for employees engaged in the manufacture for sale 
to the Government of the materials or supplies covered by this contract. In 
formation in this connection as well as general requirements of the Act concern- 
ing overtime payment, child labor, safety and health provisions, etc. may be 
obtained from the Wage and Hour Publie Contracts Division, Department of 
Labor, Washington 25, D. C. 

21. Right-hour lai; convict labor.—If the contract is for services, the follow 
ing conditions apply: (a) No laborer or mechanic doing any part of the work 
contemplated by this contract, in the employ of the contractor or any subcon 
tractor contracting for any part of said work, shall be required or permitted 
to work more than eight hours in any one calendar day upon such work at 
the site thereof, except upon the condition that compensation is paid to such 
laborer or mechanic in accordance with the provisions of this article. The 
wages of every laborer and mechanie employed by the contractor or any sub 
contractor engaged in the performance of this contract shall be computed on 
a basic day rate of eight hours per day and work in excess of eight hours per 
day is permitted only upon the condition that every such laborer and mechanic 
shall be compensated for all hours worked in excess of eight hours per day at 
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less than one and one-half times the basic rate of pay For each violation 
‘requirements of this article a penalty of $5.00 shall be imposed upon the con 
actor for each laborer or mechanic for every calendar day which such employee 
is required or permitted to labor more than eight hours upon said work without 


receiving Compensation computed in accordance with this article, and all pen 
ties thus imposed shall be withheld for the use and benefit of the Government; 
wvided, that this stipulation shall be subject in all respects to the exceptions 
i provisions of United States Code Title 40, sections 321, 324, 325, 325(a) and 

26, relating to hours of labor and compensation for overtime. 

b) In the performance of this contract the contractor shall not employ 

rson undergoing sentence of imprisonment at hard labor 


any 


‘ 


SPECIAL TERMS, CONDITIONS, AND SP IFICATIONS 

Scope of contract This contract covers the sale of specific quantities 
nickel and copper by The International Nickel Company of Canada, Limited, 
» the United States of America and set fo upon the face sheet designated 


GSA Form 58, and in the General Terms and Conditions appearing on GSA 
I Conditions 


Form 58a, as such provisions are nended by special Te 
Specifications hereinafter set forth 
» Deletion of general conditions Articles 2, 5, 7. 9, and 
onditions of this contract are deleted in their entirety 
Quantity.—a. The quantity of electrolytic cathode nickel to be furnished 
nder this contract shall be 54,000,000 pounds avoirdupois 
‘he quantity of electrolytic cathode copper to be furnished hereunder 
all be 30,000,000 pounds avoirdupois 
\ variation in the quantities deliverable unde 


1?’ of the General 


his contract not exceeding 
shall be accepted. 

1. Quality.—a. The electrolytic cathode nickel furnished under this contract 

ill conform to the following chemical and physical requirements 


Chemical requirements : Percent 


Nickel (Ni) plus Cobalt (Co) minimum 99. 50 
Cobalt (Co) maximum 1. 00 
Iron (Fe) do 25 
Sulphur (S)- 


; do . 02 
Carbon (C)--. os do 10 


Physical Requirements: The electrolytic nickel | be in the form of cathodes 
any thickness usual with the Contractor, and shall be sheared by the Con 

tor to approximately size 12 inches by 281% inches after inspection and before 
ading on cars without additional charges to the Government. 

The electrolytic cathode copper shall conform to the requirements of 
Specification B-115-43 of the American Society for Testing Materia latest 

ision in effect as of the date of this contract. Cathodes may be of any 

e usual with the producer, but not less than 30 by 30 inches, and all cathodes 
shall be of the same nominal size. 

Packaging.— Electrolytic nickel cathodes and electrolytic copper cathodes 
shall be supplied loose (without packaging or bracing) in clean, sound railroad 
cars. 

6. Price—a. The unit price in cents per pound, U. S. currency, f. 0. b. cars, 
Port Colborne, Ontario, Canada, to be paid for each delivery of nickel pursuant 
to this contract (shall be the prevailing market price to direct mill customers 

the United States being charged by The International Nickel Company, In 
mn the date of each such delivery for electrolytic nickel) cathodes in carload 
ots exclusive of the amount of any United States import duties and cost of 
transportation from the Contractor’s refinery, Port Colborne, Ontario, Canada 
Said prevailing market price exclusive of United States import duties and of 
cost of transportation as aforesaid is now $0.5525 U. S. currency per pound 
The said prevailing market price shall be considered to be the f. o. b. Port 
Colborne price published in the E. & M. J. Metal and Mineral Markets, less 
the U. S. import duty included therein which now is $0.0125 per pound, in the 
absence of evidence to the contrary as shown by the Contractor by means of 
copies of documents used in sales to direct mill customers 
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b. The unit price in cents per pound, U. S. currency, f. 0. b. cars, Copper ¢ 
Ontario, Canada, to be paid for each delivery of copper hereunder shall 
as follows 







For deliveries in any month during all or any part of which the price of coppe 
is under control of the United States Government, the price shall be 
nonthly average f. o. b. refinery quotation for export electrolytic copper f 
that month as published in E. & M. J. Metal and Mineral Markets 

For deliveries in any month during no part of which the price of copper 











under the control of the United States Government, the price shall be t 
monthly average f. o. b. refinery quotation for domestie electrolytic copper fe 
that month as published in EK. & M. J. Metal and Mineral Markets 

kor the ] irp e of this contract the price f copper shall be deemed 
vnder the cor oO tl} United States Government hen the Government 
the United States, or Vv agen thereof, by order, regulation or othet 










»naffeets the free market in copper 


on of 2.4 
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ilendar month durin which the copper has been mad available te 






Government for inspection 







ec. If at anv time during the life of this contract when the price of nickel, o1 
price of coppe for export { (rll the 1 nited Strate Is ind r the eontro of t 
United States Government, acting if overeign capacity, the Contractor in ; 
good faith should believe that the preva ng market price of nickel or the E&\ 

| t price of copper referred to above ceases to represent a free ma ket pri 







then, upon the written request of the Contractor, the Government and the Cor 


tractor shall negotiate promptly with respect to the price or prices to apply 














eries thereafter to be made under the contract. 
In the event the parties are unable to igree on a revised price or price ind 
the contract as hereinabove provided, the Contractor shall have the right 
I ce in writing to the Government to cancel the contract without cost to « ( 
party as to all material not delivered under the contract upon the date of 


¢ } 


notice of cancellation and on which the Contractor is not in default 

7. Delivery a. Del very of nickel shall be made, subject to nspection, f. 0. | 
cars at the Contractor’s plant, Port Colborne, Ontario, Canada, during the period 
January 1, 1954, through June 30, 1958, at the rate of 1,000,000 pounds per mont! 
with the right on the Contractor’s part to make deliveries in advance. Provide 
however, that delivery as aforesaid under this contract in respect of any mont 
shall be deferred to the extent of the aggregate quantity of nickel (if any) deliv 
ered by the Contractor during said month under Contracts Nos. GS-OOP-1474 
(SCM) and GS OOP 2406 (SCM r and the date for completion of deliveries of 
nickel under this contract shall be extended correspondingly to allow for the 
delivery of the quantity so deferred. And provided, further, that should all deliv 
eries against contracts Nos. GS-OOP-1474 (SCM) and GS-OOP-2406 (SCM) be 
completed before January 1, 1954, then the Contractor shall commence delivery 
under this contract during the month immediately following the month the former 
contracts are completed, and the period January 1, 1954, through June 30, 1958, 
shall be advanced correspondingly. 

b. Delivery of copper shall be made, subject to inspection, f. 0. b. cars at the 
Contractor’s plant, Copper Cliff, Ontario, Canada, during the period January 1, 
1954, through June 30, 1956, at the rate of 1,000,000 pounds per month, with the 
right on the Contractor’s part to make deliveries in advance. Provided, however 
that delivery of copper as aforesaid under this contract in respect of any mont) 
shall be deferred to the extent that the quantity of nickel which the Contractor 
is required to deliver under this contract during said month is less than 1,000,000 
pounds, and the date for completion of deliveries of copper under the contract shal! 
be extended correspondingly to allow for the delivery of the quantity of coppe1 
so deferred. And provided, further, that to the extent (if any) that the period 
January 1, 1954, to June 30, 1958, for the delivery of nickel is advanced pursuant 
to the last sentence of subparagraph (a) of this Article, the period January 1 
1954, to June 30, 1958, for the delivery of copper shall be advanced to thé sam 
extent. 

c. Shipment shall be made on Government Bills of Lading which will bée-fu 
nished by the Government within 15 days after each delivery is tendered: 01 
should the Government request the Contractor to ship the material on othe: 
than Government Bills of Lading the Contractor shall do so, it being understood 
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(It is understood that the Contractor sha { quired to n ike a 
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American Society for I ng Materials Specifica n I 9-22, latest revision 
fect s of the date ‘ a v hereunder n fu ad I 
nspected during the 80-day period, or with apy riate adjustment ! cl 
28-inch size, if shipped without prior inspection; any claims, investigation 
claims, and settlement of claims with respect to the chemi requil I 
f the material shall be made in accordance with d Specification 
erstood that for tl purpos eceipt of mate it the 1 reha 
mean arrival of material at immediate destination in the United State 
Samplit ind analy n f copper s ill be performed | he G ernn 


designated representative in accordance with the methods prescribed by 
American Society for Testing Materials Specification B-115—-45, late 


n etl as of the date f «le ery hereundet nd anv Clail nvestis 

d claims, and settlement of claims with respect to metal content and resist tv 

the material shall be made in accordance with said Specification, it being 

nderstood that for this purpose “receipt of the copper by the purchaser } 
in arrival of material at immediate destination in the United State 
d. Contractor's sworn weight certificates shall govern as to quantity Co 

{ f weighing, if any, shall be for the account of the Contractor rhe Government 
f f it so desires may have a representative present during weighing 
, 9. Shipment and exrpediting rhe Contractor shall notify the Director, Storage 


and Transportation Division, Emergency Procurement Service, and the Federal 
Supply Service, Inspection Division, for the area (of which the Contractor wi 


f 
. be subsequently informed) not less than ten (10) days prior to anticipated 
r availability of the material for inspection and shipment, stating the point at 
which such material is available for inspection, and the Contractor shall act 
as forwarding agent, effecting shipment and the distribution of documents in 
accordance with shipping instructions issued by the said Division. The Govern 
ment representative shall be accorded full cooperation of the Contractor in cor 
nection with the expediting, inspection and shipping activities under this contract 
10. Payment.—The prices as given above are net for payment in Toronto 
n United States funds (for which purpose the receipt of a United States 
Treasury Department check by the Contractor in Toronto will serve) within 
) thirty days from date of invoice, and after inspection and acceptance by the 
Government at the Contractor’s plant Invoices will be rendered as of the 
respective dates on which the Contractor makes delivery of the material to the 
) Government. Invoies will be accompanied by sworn weight certificates 
11. Tares and charges.—All Canadian taxes or charges, general or local, now oi 


hereafter imposed, in respect to the material sold hereunder or the production, 
extracti6n, procesing, sale, exportation, proceeds or value thereof, shall be for 
the account of the Contractor 

The Government of the United States will arrange for customs entry of the 
material into the United States and all United States import taxes or duties, 
f any, shall be for the account of the Government. 

12. Warranty.—The Contractor warrants that the material sold hereunder shall 
be free and clear of all encumbrances and claims of third parties. The Con 


SOSRS 4 pt. < 18 
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tractor shall indemnify, hold harmless and defend the Government against all 
laims and demands with respect to such material 

13. Assignment of clainis (a) Pursuant to the provisions of the Assignmen 
of Claims Act of 1940, as amended (31 U. 8S. Code 208) (41 U. S. Code 15), 
this contract provides for payment aggregating $1,000 or more, claims f 
moneys due or to become due the Contractor from the Government under this 
contract may be ussigned to a bank, trust company, or other financial institu 
tion, including any Federal lending agency, and may thereafter be further 
signed and reassigned to any such institution Any such assignment or rea 
signment shall cover all amounts payable under this contract and not alread 
paid, and shall not be made to more than one party, except that any such assign 
ment or reassignment may be made to one party as agent or trustee for two or 
more parties particiuating in such financing. Notwithstanding any other pr 
vision of this contract, payment to an assignee of any moneys due or to becom 


due under this contract shall not, to the extent provided in said act, as amended, 
be subject to reduction or set-off! 


— 


(b) In no event shall copies of this contract or of any plans, specifications 
or other similar documents relating to work under this contract, if marked ‘Top 
Secret,” “Secret,” “Confidential,” or “Restricted,” be furnished to any assignee 
of any claim arising under this contract or to any other person not entitled 
to receive the same: Provided, That a copy of any part or all of this contract 
so marked may be furnished, or any information contained therein may be dis 
closed, to such assignee upon the prior written authorization of the Contracting 
Officer 

14. Notices All notices and communications required in connection with the 
contract shall be either in writing or by telegraph, and if intended for the 
Government shall be sent to it at 7th and D Streets, SW., Washington 25, D. C., 
and if intended for the Contractor shall be sent to it at 25 King Street West, 
Toronto 1, Ontario, Canada, or to such other address as either party may here 
inafter specify to the other in writing. 

15. Force majeure.—Article 12 of the General Conditions of the contract is 
deleted in its entirety, and the following clause is substituted therefor : 

a. Except as hereinafter provided in subparagraph (b) of this Article, in the 
event the Contractor refuses or fails to make deliveries of the material con 
forming to the specifications within the time provided or any extension thereof 
or to perform faithfully any conditions of the contract, the Contracting Officer, 
without prejudice to other rights resulting from breach of the contract condi- 
tions, may, by written notice, terminate the right of the Contractor to proceed 
with any or all remaining deliveries under the contract. 

b. Any strike, lockout, difference with workmen, labor shortage, accident, fire, 
explosion, flood, mobilization, war (whether declared or undeclared) act of an 
belligerent in any such war, riot, rebellion, revolution, blockade, requirements, 
reculation, restriction, or other act of any government, whether legal or other 
wise, the elements, inability to secure or delay in securing cars, fuel, or other 
supplies or materials or electric power necessary for the operation of the mines 
and plants where the products sold hereunder are produced, delays or interrup 
tions to transportation by reil, water or otherwise, damage to or destruction of 
such mines or plants and any other contingency which is beyond the reasonable 
control of the Contractor, from which the products hereby sold are to be obtained, 
whether or not the nature or character hereinbefore specifically enumerated, 
either at the mines, or plants where the products sold hereunder are produced 
or elsewhere, and which delays or interferes with the performance of this con 
tract shall be considered sufficient justification for delay in making shipments, 
delivery or performance hereunder in whole or in part until such cause ceases 
to exist: and this contract shall be deemed suspended so long as such cause 
prevents or delays its execution: Provided, however, that no single cause or 
condition of force majeure shall extend this contract beyond 90 days, unless 
extended by mutual agreement, at which time this contract shall automatically 
terminate as to any then-undelivered portion without liability to either part; 
Any termination under this Article shall not relieve the Government of its 
liability to pay for any and all materials delivered by aforesaid time, in accord- 
ance with the delivery terms of this contract. 

c. Unless the Contractor shall furnish the Government with written notice of 
the nature and extent of any force majeure condition referred to in paragraph 
(b) hereof, which is claimed to exist, within 30 days after the happening thereof, 
the Terms and Conditions of said paragraph (b) shall not become operative with 
respect thereto. 
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ill i Maximum obligation of the Government Notwithstanding any other pro 
ns of this contract, the maximum obligation of the Government hereunder 
eu not exceed $50,000,000.00 In the event the amount due or payable to the 
f ntractor for deliveries of material hereunder totals the aforesaid dollar amount 
for to the completion of this contract, any undelivered quantities of material 
his erwise deliverable pursuant hereto shall be cancelled without ibility to the 
tu ernment 
Certification of invoices Each invoice shall have printed, stamped, or 
d thereon the following certification, to be signed by the Contractor’s au 
d i zed representative, with his title indicat 
=n “T certify that the above bill is correct nnd just; that payment therefor has 
or not been received 
' ich invoice shall also contain a separate itement as follows 
ui “The material covered by the invoice is of Canadian origin 
d, s. Distribution of documents Documents shall be stributed in accordance 
e attached form headed “Distribution of Documents” which is made a 
~ - 
Up 7 ns of delivery The term “F. 0. B, Cont or’s Plant,” t vhich this 
At ‘act is subject, means 
ed a) On board the indicated type of conveyance of carrier (or of Government 
ct where the contract so indicates), free of expens the Government, at the con 
or’s plant, store, warehouse, or other designated facility, from which’ the 
1S shipment will be made 


b) That it shall be the responsibility of the contractor to do the following 


le 1) Pack and mark in such manner as to afford adequate protection 
le igainst normal transportation hazards and secure prompt delivery to the 
onsignee, and comply with all packing and marking specifications of the 
t ntract 
. (2) Where carload rail shipments are involved, order cars not in excess 
if the length, capacity, and number necessary to accommodate shipments, and 
5 to do everything possible to see that cars are furnished; 
3) Properly load, stow, block, and brace goods on, or in conveyance of 
‘ arrier, in the case of carload or truckload shipments, or delivery shipments 
f less than carload or less than truckload in good order to carriers f 
loading ; 
(4) Fill in blank spaces on Government bills of lading which are supplied 
by ordering agencies, or, when Government bills of lading are not supplied 
i prepare commercial collect bills of lading or other transportation receipts 
(endorsed “To be converted to Government bill of lading at destination 
to show 
(i) description of shipment in freight classification nomenclature (not 


trade or popular name, if these are different from freight classification 
description) under which lowest freight rates are applicable 

(ii) length and capacity of cars ordered and furnished in the case of 
carload shipments, 

(iii) other information not inserted by the ordering ageney, which 
is required to effect prompt delivery to consignee at minimum cost 
such as name and postal address of consignee, destination, routing, eté 

(iv) signature thereon of carrier’s agent, receipting for shipment in 
good order ; 

(5) Distribute the several parts of bill of lading, or other transportation 
receipts, as directed by the ordering agency ; 

(6) Be responsible for any loss or damage occurring after delivery to 
carrier at contractor’s plant, either loaded in carrier’s or Government's 
conveyance or for loading, as the case may be, or while en route from con 
tractor’s plant to public team track for loading caused by his error or 
negligence ; 

(7) Be responsible for local drayage, switching, or other accessorial 
charges accruing at the point of origin, which are not borne by the carrier 
receipting for the shipment at that point, caused by his error or negligence 
in performing his applicable responsibilities as set forth herein; 

(8) Be responsible for all damages (including accessorial charges) re 
sulting from negligence or error in packing, marking, and delivering ship 
ment to carrier, and, when loaded hv contractor, in loading, stowing, bloc! 
ing or bracing of shipment on or in carrier’s conveyance, or resulting from 
negligence or error in the completion or distribution of Government bills of 
lading or other transportation receipts or documents 
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20. Hxaamination of records (a) The Contractor agrees that the Comptrolik 
General of the United States or any of his duly authorized representatives sha 
until the expiration of three years after final payment under this contract, have 
access to and the right to examine any directly pertinent books, documents 
papers and records of the Contractor involving transactions related to this 
contract, 
(b) The Contractor further agrees to include the fol 
appropriate insertions, in all his subcontracts hereunder 
“(Name of Subcontractor) agrees that 


lowing provisions 


the Comptroller General of the 
United States or any of his duly authorized representatives shall, until the 
expiration of three years after final payment under prime contract GS 
OOP-3428 (SCM) between the United States of America and The Inter 
tional Nickel Co. of Canada, Limited, have access to and the 

examine any directly pertinent books, documents, papers, 
(Name of Subcontractor) 


right 
and records 


nvolving transactions related to this cont 








DISTRIBUTION OF Dk EN mm M IALS ( MEXICA \ND CANADIAN ( 






The Contractor shall furnish documents in the quantities specified and 


distribution as follows: 
A. To be mailed to the Examination Branch, A unts and Reports D ! 
General Services Administration, 7th and D Streets SW Washington 2 I> ¢ 
1. Original and two (2) copies of properly certified invoice 
2. Two (2) certified copies of weight cert eut ( ired } 
this contract 
3. Other documents as required by this contract or otherwise req 
by specific shipping instructions 
B. To be mailed to Director, Storage and Transportation Division, Emerg: 
Procurement Service, General Services Administration, 7th and D Streets SW 
Washington 25, D. C. 
1. One (1) certified copy of weight certificate 
2. Two (2) memo copies of Government or Commercial Bill of Ladin 


aT 


3. Other documents as requested by specific shipping instructions 
C. To be mailed to the Collector of Customs at the United States Port 
Entry through which material is to be entered and imported into this count 
(Address is furnished with shipping instructions. ) 
1. One (1) memo copy of Government or Commercial Bill of Lading 
2. One (1) copy of Commercial Invoice. 
D. To be mailed to the storage depot indicated in the shipping instruc 
issued by the Storage and Transportation Division. 
1. One (1) certified copy of weight certificate. 
2. Other documents as requested by specific shipping instructions 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. ¢ 














AMENDMENT No. 10 to Contract No. GS—OOP-1474 (SCM)-NickeL Between TH! 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED, AND GENERAL SERVICES 
ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 


THIS AMENDMENT, entered into between The International Nickel Company 


of 


Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafte 


ealled the “Contractor,” and the United States of America, acting through th: 
Yeneral Services Administration, Emergency Procurement Service, hereinafte1 
called the “Government” ; 

Wuereas, the National Production Authority by revised letter dated October 
27, 1952, requested that the Contractor be permitted to divert 1,000,000 pounds 
of nickel due the Government under this contract*(500,000 pounds-each. month 
November and December 1952), said quantities to be made available to The 
International Nickel Company, Inc., 67 Wall Street, New York 5, New York. 
U. S. A., subject to the instructions of the National Production Authority to that 
Company : 

Now, THEREFORE, it is agreed as follows: 
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IcLE 1. Delivery of 1,000,000 pounds of nickel scheduled for delivery of 
(4),000 pounds each month during November and December 1952 shall be post- 
poned It is understood that the Contractor will make available equivalent quan- 

es of nickel to The International Nickel Company, Inc., 67 Wall Street, New 
york 5, New York, U. S. A., for deliveries by that Company which are approved 
y the National Production Authority of the United States 

ARTICLE 2. The period for delivery of the total quantity of nickel required 

ler this contract by Article 7 of the Special Terms, Conditions and Specifica- 

ms, as revised by Amendment Nos. 1, 2, 3, 4, 5, 6, 7, 8 and 9 of the contract is 

tended by two months. The 1,000,000 pounds of nickel, delivery of which 

er this contract is postponed, shall be deliverable during such extension of 


pie riod. 


TICLE 8. <All terms and conditions of the contract not inconsistent herewith 
remain in full force and effect. 


Acceptance by the Government: 
By H. C. MAULL, Jr 
Director, Purchase Divisio 
EMBER 18, 1952 
eptance by the Contractor 
By C. E. MacDoNna.p, 
Wanager, Canadian Sales and Developmen 


EMBER 13, 1952 


GFENERAL SERVICES ADMINISTRATION, 
I MERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 


AMENDMENT No. 9 TO ContTrRAcT No, GS—OOP-1474 (SCM)-—-NICKEL BETWEEN 
(HE INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED, AND GENERAI 
SERVICES ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 


HIS AMENDMENT, entered into between The International Nickel Company 
f Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 
ed the “Contractor,” and the United States of America, acting through the 
eneral Services Administration, Emergency Procurement Service, hereinafte! 
led the “Government”: 
WHEREAS, the National Production Authority by letter dated August 26, 1952, 
equested that the Contractor be permitted to divert 500,000 pounds of nickel 
the Government under this contract, said quantity to be made available to 
« International Nickel Company, Inc., 67 Wall Street, New York 5, New York 
S. A., subject to the instructions of the National Production Authority to 
it Company: 
Now, THEREFORE, it is agreed as follows: 
ARTICLE 1. Delivery of 500,000 pounds of nickel scheduled for delivery during 
September 1952 shall be postponed. It is understood that the Contractor will 
ake available an equivalent quantity of nickel to The International Nickel 
ompany, Inc., 67 Wall Street, New York 5, New York, U. S. A., for deliveries 
that Company which are approved by the National Production Authority of 
the United States. 
ARTICLE 2. The period for delivery of the total quantity of nickel required 
nder this contract by Article 7 of the Special Terms, Conditions and Specifica- 
ons, as revised by Amendment Nos. 1, 2, 3, 4, 5, 6, 7 and 8 of the contract is 
xtended by one month. The 500,000 pounds of nickel, delivery of which under 
his contract is postponed, shall be deliverable during such extension of that 
riod. 
ARTICLE 38. All terms and conditions of the contract not inconsistent herewith 
hall remain in full force and effect. 
Acceptance by the Government: 
By H. C. MAULL, Jr., 
Director, Purchase Division. 
SEPTEMBER 18, 1952. 
Acceptance by the Contractor: 
gy C. EK. MAcDonaALp 
Vanager, Canadian Sales and Development 
SEPTEMBER 15, 1952 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. © 


AMENDMENT No. 8 TO ConTRACT No. GS—OOP-1474 (SCM )-—NIcKEL DETWEEN ‘| 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED AND GENERAL SERVI 
ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 









THIS AMENDMENT, entered into between The International Nickel Cotapany 
of Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafte: 
called the Contractor, and the United States of America, acting through the 
General Services Administration, Emergency Procurement Service, 

called the Government ; 

WHEREAS, the National Production Authority by letter dated April 30, 1952 
requested that the Contractor be permitted to divert 500,000 pounds of nickel due 
the Government under this contract, said quantity to be made available to The 
International Nickel Company, Inc., 67 Wall Street, New York 5, New York 
U. S. A., subject to the instructions of the National Production Authority t 
that Company : 

Now, THEREFORE, it is agreed as follows: 

ARTICLE 1. Delivery of 500,000 pounds of nickel scheduled for delivery during 
June 1952 shall be postponed. It is understood that the Contractor will make 
available an equivalent quantity of nickel to The International Nickel Company 
Inc., 67 Wall Street, New York 5, New York, U.S. A., for deliveries by that Com 
pany which are approved by the National Production Authority of the United 
States 


ARTICLE 2. The period for delivery of the total quantity of nickel required 
under this contract by Article 7 of the Special Terms, Conditions and Specifica 
tions, as revised by Amendments Nos. 1, 2, 3, 4, 5, 6, and 7 of the contract is 
extended by one month. The 500,000 pounds of nickel, delivery of which under 
this contract is postponed, shall be deliverable during such extension of that 
period. 


hereinafter 


( 


ARTICLE 3. All terms and conditions of the contract not inconsistent herewitt 
shall remain in full force and effect. 
Acceptance by the Government: 
By H. C. MAUL, Jr., 


Director, Purchase Division, 


JUNE 19, 


1952. 





Acceptance by the Contractor: 


By C. BE. MAcDonALp, 
Manager, Canadian Sales and Development. 


JUNE 16, 1952. 





GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 








AMENDMENT 







No. 7 T0 ConTRACT No. GS-OOP-1474 (SCM )—NIcKEL BETWEEN THE 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED AND GENERAL SERVICES 
ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 





THIS AMENDMENT, entered into between The International Nickel Company of 
Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 
called the “Contractor”, and the United States of America, acting through the 
General Services Administrations, Emergency Procurement Service, hereinafter 
called the “Government”: 

WHEREAS, the National Production Authority by letter dated April 10, 1952 
requested that the Contractor be permitted to divert 500,000 pounds of nickel 
due the Government under this contract, said quantity to be made available to 
The International Nickel Company, Inc., 67 Wall Street, New York 5, New York, 
U. S. A., subject to the instructions of the National Production Authority to 
that Company : 

NoW. THEREFORE, it is agreed as follows: 

ARTICLE 1. Delivery of 500,000 pounds of nickel scheduled for delivery during 
May 1952 shall be postponed. It is understood that the Contractor will make 
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iilable an equivalent quantity of nickel to The International Nickel Company 

67 Wall Street, New York 5, New York, U. S. A., for deliveries by that 
mpany which are approved by the National Production Authority of the 
ited States 
ARTICLE 2. The period of delivery of the total quantity of nickel required 
der this contract by Article 7 of the Special Terms, Conditions and Specifica 
ns, as revised by Amendment Nos. 1, 2, 3, 4, 5 and 6 of the contract is extended 
one month. The 500,000 pounds of nickel, delivery of which under this 
itract is postponed, shall be deliverable during such extension of that period 
ARTICLE 3, All terms and conditions of the contract not inconsistent herewith 

shall remain in full force and effect 
Acceptance by the Government 
By H. C. MAULL, Jr., 
Director. Purchase Division 

May 14, 1952 


Acceptance by the Contractor 
By J. D. McLEAN, 
{ssistant Manager, Canadian Sales 
May 8, 1952 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D.C 


\MENDMENT No. 6 TO ConTRACT No. GS—OOP-1474 (SCM)-NIcCKEL BETWEEN THB 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED AND GENERAL SERVICES 
ADMINISTRATION, EMERGENCY PROCUREMENT SERVIC! 


THIS AMENDMENT, entered into between The International Nickel Company 
f Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 
alled the “Contractor,” and the United States of America, acting through the 
General Services Administration, Emergency Procurement Service, hereinafter 
called the “Government” 

WHEREAS, the National Production Authority by letter dated March 26, 1952 
requested that the Contractor be permitted to divert 500,000 pounds of nickel 
due the Government under this contract, said quantity to be made available t 
The International Nickel Company, Inc., 67 Wall Street, New York 5, New York 
U.S. A., subject to the instructions of the National Production Authority to that 
Company : 

NOW, THEREFORE, it is agreed as follows : 

ARTICLE 1. Delivery of 500,000 pounds of nickel scheduled for delivery during 
April 1952 shall be postponed It is understood that the Contractor will make 
available an equivalent quantity of nickel to The International Nickel Company 
Inc., 67 Wall Street. New York 5, New York, U. S. A. for deliveries by that 
Company which are approved by the National Production Authority of the 
United States 

ARTICLE 2. The period fo. delivery of the total quantity of nickel required 
under this contract by Article 7 of the Special Terms, Conditions, and Specifica 


Lions, as revised by Amendment Nos. 1, 2, 5, 4, and 5 of the contract is extended 
by one month. The 500,000 pounds of nickel, delivery of which under this 
contract is postponed, shall be deliverable during such extension of that period 
ARTICLE 38. All terms and conditions of the contract not inconsistent herewith 
shall remain in full force and effect 
Acceptance by the Government: 
sy H. C. MauLtL, Jr., 
Director, Purchase Division 
APRIL 22, 1952. 
Acceptance by the Contractor: 
J.D, McLEAN, 


issistant Manager, Canadian Sales 
Aprit 18, 1952. 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 








AMENDMENT No. 5 to Conrracr GS-OOP-1474 (SCM)—NIcKEeL BETWEEN THE 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED AND GENERAL SERVICES 


ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 


[HIS AMENDMENT, entered into between The International Nickel Company 
of Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 
called the “Oontractor”’, and the United States of America, acting through the 
General Services Administration, Emergency Procurement Service, hereinafter 
ealled the “Government” ; 

WHEREAS, the National Production Authority by letter dated February 13, 1952, 
requested that the Contractor be permitted to divert 500,000 pounds of nick: 
due the Government under this contract, said quantity to be made available 
The International Nickel Company, Ine., 67 Wall Street, New York 5, New Yo 
U. S. A., subject to the instructions of the National 
that Company : 

Now, THEREFORE, it is agreed as follows: 

ArrIcLE 1. Delivery of 500,000 pounds of nickel scheduled for delivery during 
March 1952 shall be postponed. It is understood that the Contractor will mak: 
available an equivalent quantity of nickel to The International Nickel Company, 
Inc., 67 Wall Street, New York 5, New York, U. S. A. for deliveries by that: Con 


pany which are approved by the National l’roduction Authority of the United 
States 


Production Authority 


ArTicLe 2. The period for delivery of the total quantity of nickel required 
under this contract by Article 7 of the Special Terms, Conditions and Specifica- 
tions, as revised by Amendment Nos. 1, 2, 3, 4 and 5 of the contract is ex 
tended by one month. The 500,000 pounds of nickel, delivery of which under 
this contract is postponed, shall be deliverable during such extension of that 
period. 

ArTICLE 3. All terms and conditions of the contract not 
shall remain in full force and effect. 

Acceptance by the Government: 


inconsistent herewith 


By H. C. Mavtrt, Jr., 
Director, Purchase Division 
MArcH 21, 1952 


Acceptance by the Contractor: 


By J. D. McLean, 
Assistant Vanage r, Canadian Salea 


Marcu 17, 1952 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 























AMENDMENT No. 4 To Contracr GS—OOP-1474 (SCM)—NIcKEL, BETWEEN THE 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED, AND GENERAL SERVICES 
ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 


THIS AMENDMENT, entered into between The International Nickel Company of 
Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 
called the “Contractor,” and the United States of America, acting through the 
General Services Administration, Emergency Procurement Service, hereinafter 
called the “Government” ; 

WnHereas, the National Production Authority by letter dated January 21, 1952 
requested that the Contractor be permitted to divert 500,000 pounds of nickel 
due the Government under this Contract, said quantity to be made available 
to The International Nickel Company, Inc., 67 Wall Street, New York 5, New 
York, U. S. A., subject to the instructions of the National Production Authority 
to that Company: 

Now, THEREFORE, it is agreed as follows: 

ARTICLE 1. Delivery of 500,000 pounds of nickel scheduled for delivery during 
February 1952 shall be postponed. It is understood that the Contractor will 
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ke available an equiva tL quantity « 
npany, Inc., G7 Wall Street, New York 
hat Company which are approved by the 


ed States 


ArTICLE 2. The period for delivery he total quantity of nickel requires 


nder this contract by Article 7 of the ris, Conditions, and Specific 
us revised by Amendments Nos 2 ,of tl ontract i tended b 
month The 500,000 pounds o 
ostponed, sha be delivered dur 
ricLe 5. All terms and condit 
Lremain in full foree and effect 
Acceptance tN the Government 
By H.C. Maul, Jr 
Director, Purchase Division 
PREBRUARY 27, 1952 


Acceptance by the Contractor 
By J. D. McLEAN, 
({ssistant Manager of Canadian Sales 
FEBRUARY 20, 1952 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. ¢ 


\MBNDMENT No. 3 to CoNTRACT GS—OOP-1474 (SCM) NICKEL, BETWEEN THI 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED, AND GENERAL SERVICES 
\DMINISTRATION, EMERGENCY PROCUREMENT SERVIC! 


[HIS AMENDMENT, entered into between The International Nickel Company of 


Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 

ed the “Contractor,” and the United States of America, acting through the 

eneral Services Administration, Emergency Procurement Service, hereinafter 
led the “Government” 

Whereas, the National Production Authority by lett dated December 2S 
1951, requested that the Contractor be permitted to divert 500,000 pounds of 
nickel due the Government under this Contract, said quantity to be made ava 

to The International Nickel Company, Inc., 67 Wall Street, New York 5 
New York, U. S. A., subject to the instructions of the National Production Au 
thority to that Company: 

NoW, THEREFORE, it is agreed as follows 

ARTICLE 1. Delivery of 500,000 pounds of nickel scheduled for delivery during 
January 1952 shall be postponed It is understood that the Contractor will 

ake available an equivalent quantity of nickel to The International Nickel 
Company, Inc., 67 Wall Street, New York 5, New York, U. 8. A., for deliveries 
by that Company which are approved by the National Production Authority of 
the United States. 

ArticLte 2. The period for delivery of the total quantity of nickel required 
under this contract by Article 7 of the Special Terms, Conditions and Specifica 
tions, as revised by Amendment Nos. 1 and 2 of the contract, is extended by one 
month. The 500,000 pounds of nickel, delivery of which under this Contract is 
postponed, shall be delivered during such extension of that period. 

ARTICLE 3. All terms and conditions of the contract not inconsistent herewith 
shall remain in full force and effect 

Acceptance by the Government : 

By H. C. Mavutt, Jr., 
Director, Purchase Division 


-o 


JANUARY 23, 1952. 


Aeceptance by the Contractor : 
By C. EB. MacDona.p, 
Vanager, Canadian Sales and Development 


JANUARY 18, 1952 
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7ENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 








AMENDMENT No. 2 To Contract GS—OOP-1474 (SCM)—NIcCKEL, BETWEEN TH: 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED, AND GENERAL SERVICES 
ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 


[HIS AMENDMENT, entered into between The International Nickel Conipany 
of Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 
called the “Contractor,” and the United States of America, acting through the 
General Services Administration, Emergency Procurement 
called the “Government” ; 

W Heres, the National Production Authority by letter dated December 3, 1951 
requested that the Contractor be permitted to divert 1,500,000 pounds of nickel 
due the Government under this contract, said quantity to be made available to 
The International Nickel Company, Inc., 67 Wall Street, New York 5, New York, 
U. S. A., subjeet to the instructions of the National Production Authority to that 
Company : 

NOW, THEREFORE, it is agreed as follows: 

ARTICLE 1. Delivery of 1,500,000 pounds of nickel scheduled for delivery during 
the fourth calendar quarter of 1951 shall be postponed. It is understood that 
the Contractor proposes to make available an equivalent quantity of nickel to The 
International Nickel Company, Inc., 67 Wall Street, New York 5, New York, 
U. S. A., for deliveries by that Company which are approved by the National 
Production Authority of the United States. 

ARTICLE 2. The period for delivery of the total quantity of nickel required under 
this contract by Article 7 of the Special Terms, Conditions and Specifications, as 
revised by Amendment No. 1 of the contract is extended by three months. The 
1,500,000 pounds of nickel delivery of which under this Contract is postponed 
shall be delivered during such extension of that period. 

ARTICLE 3. All terms and conditions of the contract not inconsistent herewith 
shall remain in full force and effect. 


Acceptance by the Government: 


Service, hereinafter 


By B.C. MAvis..Jr. 
Director, Purchase Division 


JANUARY 3, 1952 


\eceptance by the Contractor: 


By C. E. MacDoNALp, 
Manager, Canadian Sales and Development 


DECEMBER ZS, 1951. 








GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICES, 
Washington 25, D. C 

















AMENDMENT No. 1 to Contract GS—-OOP-1474 (SCM)—NICKEL, BETWEEN THE 
INTERNATIONAL NICKEL COMPANY OF CANADA, LIMITED AND GENERAL SERVICES 
ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 


THIS AMENDMENT, entered into between The International Nickel Company of 
Canada, Limited, 25 King Street West, Toronto, Ontario, Canada, hereinafter 
called the “Contractor”, and the United States of America, acting through the 
General Services Administration, Emergency Procurement Service, hereinafter 
called the “Government” ; 

Wuenreas, the National Production Authority by letter dated October 10, 1951, 
requested that the Contractor be permitted to divert 400,000 pounds of nickel 
due the Government under this contract, said quantity to be made available to 
The International Nickel Company, Inc., 67 Wall Street, New York 5, New York, 
U. S. A., subject to the instructions of the National Production Authority to that 
company : 

Now, THEREFORE, it is agreed as follows: 

ARTICLE 1. Delivery of 400,000 pounds of the 500,000 pounds of nickel contained 
in Lot No. 1 declared by the Contractor by telegram of August 16, 1951, shall 
be postponed. It is understood that the Contractor proposes to make available 
an equivalent quantity of nickel to The International Nickel Company, Inc., 
67 Wall Street, New York 5, New York, U. 8. A. for deliveries by that company 
which are approved by the National Production Authority of the United States. 
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AgricLE 2. The period for delivery of the total quantity of nickel required 


er this contract by Article 7 of the Special Terms, Conditions, and Specifica- 
of the contract is extended by one month. The 400,000 pounds of nickel 
very of which under this Contract is postponed shall be delivered during 
extension of that period. 
Le 3. All terms and conditions of the contract not inconsistent herewith 
remain in full force and effect 
eptance by the Contracto1 
By J. D. McLEAN, 
NOVEMBER 21, 1951 Manager Sales and Development 
ceptance by the Government : 
By H.C. Mavtt, Jr. 
Acting Director, Purchase Division 
MBER 26, 1951 
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GENERAL CONDITIONS FOR STRATEGIC AND CRITICAI 


MATERIALS AND Ser 
CONTRACTS 


1. Offer and acceptance.—Ofters are made on the basis that acceptance, wit 


the time specified, of the offer to furnish any or all of the materials, supplies « 
services described therein shall constitute a contract between the offeror a 
the United States Government, which will bind the offeror to furnish a 
deliver the materials, supplies or services for which his offer is accepted 


2. Discount (a) If the contract is one for materials or supplies, time 
connection with discount offered, will be computed from date of the deliver 
of the materials or supplies to carrier when final inspection and acceptance 


are 
point of origin or foreign port 


of embarkation, or from date of d 
inspection and acceptance are at this 
rrect bill or voucher, properly certified by the 
atter date is later 


elivery at 
tination when final point, or from 
contractor, is received if the 
than the date of delivery. (b) If the contract is one f 
time, in connection with discount offered, will be computed from 4d 
of receipt of correct bill or voucher, properly certified by the contractor, cover 


ing the service rendered, and after performance of such service and acceptance 
thereof by the Government. 


3. Time of delivery. 


service, 


The materials, supplies or-services described in the con 
tract shall be delivered within the time provided for in the schedule of deliveries 

+. Buy American act.—Unless otherwise specified in this contract, the con 
tractor agrees that there will be delivered under this contract only such w 
manufactured articles, materials, and supplies (which term “articles, materials 
and supplies” is hereinafter reverred to in this clause as “supplies”) as have bee 
mined or produced in the United States, and only such manufactured supplies 
as have been manufactured in the United States substantially all from supplies 
mined, produced, or manufactured, as the case may be, in the United States 

5. Minimum order; weight.—Unless otherwise indicated, as for example, by 
minimum percentage chemical content, packing requirements, lot sizes, or state 
ment of a minimum order limitation, the unit shown for each item determines the 
smallest quantity which a contractor will be required to deliver. Where the unit 
shown is a measure of weight, such weight is understood to be net unless ot! 
Wise stated 

6. Oral modification No oral statement of any person shall be allowed 
any manner to modify or otherwise affect the terms of the offer, 
or contract. 

7. Inspection and test-—(a) All material and workmanship shall be subject 


inspection and test at all times and places and, when practicable, during 
manufacture In case any 


specificat 


to 


materials, supplies or services are found to be de 
fective in quality, composition, or workmanship, or otherwise not in conformity) 
with the specifications, the Government shall have the right to reject suc! 
materials, supplies or services, or to require the correction or replacement, 


or t 
accept them at a proper reduction in price. 


Rejected materials, supplies or 
services shall be removed by and at the expense of the contractor promptly upo1 
request. The contractor shall be liable 
removal, correction or replacement 

(hb) If prel 


to the Government for any cost of 
resulting from failure to do so as require 
iminary or final inspection or test is made on the premises of the « 
tractor or subcontractor the contractor shall furnish or arrange 
out additional charge, all reasonable facilities and assistance. Inspections and 
tests shall be performed by the Government in such manner as not to undul 
delay the work. Special and performance tests shall be made as described it 
the specifications. The Government reserves the right to charge the contracto 
for any additional cost of inspection or test when materials, supplies or servi 
are not ready at the time inspection or test is requested by the contractor 

(c) Final inspection and acceptance of the materials, supplies and services 
will be made after delivery, unless otherwise stated. If final inspection is 
made at a point other than the premises of the contractor or subcontractor it 
shall be at the expense of the Government except for the value of tested samples 
used and rejected. Final inspection shall be conclusive except as to latent 
defects, fraud or gross mistake. Final inspection and acceptance or rejectior 
of materials, supplies or services shall be made as promptly as practicable but 
failure so to inspect and accept or reject materials, supplies or services shal 
not impose liability on the Government for materials, supplies or services whicl 
do not conform to the specifications. 

&. Responsibility for materials and supplies —The contractor shall be respon 
sible for materials and supplies covered by the contract until delivered at tl 


or 
to furnish, witl 


es 
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ated point, regardless of the point of inspection, and the contractor 
risks as to rejected materials and supplies after notice of rejection 

ariance in quantity.—Unless otherwise specified any variation in the quan 

s delivered under the contract, not exceeding 10 percent, will be accepted, 

aused by conditions of loading, shipping, packing, or allowance in manu 


ring processes. 


shall 


issignment of payments.—If this contract provides for the payment in the 
gate of $1,000.00 or more, then all moneys due or to become due there 


may be assigned by the contractor | i bank, trust company, or other 


cing institution, including any Federa nding ageney, in accordance with 
provisions of the Assignment of Claims Act of 1940 (54 Stat. 1029, 31 U. S.C 
41 U. S. C. 15) 

Federal ta.res (a) The prices offered herein shall be deemed to include 
Federal taxes imposed by the Congress hich on the date of this offer are 
cable to the materials, supplies or services, or components thereof, offered 

after the date of this offer (A) the Congress shall impose any tax, or 

hall increase any then existing tax, or (C) the Bureau of Internal Revenne 
ule that a tax theretofore imposed is applicable and the contractor at the 
making his offer reasonably believed that the tax was not applicable, with 

to the production, processing, manufacturing, holding, importation or 
any materials, supplies or services, or components thereof, covered by 
fer, and (2) the contractor is required by operation of law or by specific 
ictual obligation to pay such tax or bear its burden, then upon proper 
ation and proof thereof by the contractor, the quoted prices of the materials, 
es or services concerned shall be correspondingly increased. If by operation 
w or otherwise, including any action by the Secretary of the Treasury under 
on 307 (c) of the Revenue Act of 1943, the contractor is relieved in whole 
part from the payment of any tax deemed included in the quoted prices, 

m bearing its burden, the quoted prices shall be correspondingly reduced 
ices or vouchers covering any increase or reduction in price in accordance 

this subparagraph (a) shall state the amount thereof as a separate added 
educted item 


As to any Federal tax included in the quoted prices or otherwise authorized 


added to those prices in accordance with subparagraph (a) hereof, the 
tractor waives, releases and assigns to the United States any and all right, 
uch 

yn or by reason of the exportation of any materials or supplies furnished 

this contract and agrees to assist the Government, if requested to do 
btaining refund, credit or exemption as to such ta» 

Foree majeure (a) Except as hereinafter provided in subparagraph (hb) 

s article. in the event the contractor refuses or fails to make deliveries of 


I 


tle, and interest of the contractor in and to any refund of or credit for s 


erial conforming to the specifications as defined in the contract within the 
specified or any extension thereof, or to perform faithfully any conditions 
» contract, the Contracting Officer, without prejudice to other rights resulting 
breach of the contract conditions, may, written notice, terminate the 
t of the contractor to proceed with any or rema ng deliveries under the 
tract 
\) In the event of any strike, lock-out, difference of workmen, accidents, fire, 
xplosion, floods. mobilization, war (whether declared or undeclared), act of 
belligerent in any such war, riot, rebellion of any government, whether legal 
otherwise: the elements, power shortages, or any other cause beyond the 
reasonable control of the contractor, whether or not of the nature or character 
reinbefore specifically enumerated, performance under the contract shall be 
spended in whole or in part until such cause ceases to exist and thereafter 
time for fulfillment of the contract shall be extended by the length of time 
during which such causes prevented performance under the contract: provided 
owever, that any suspension of performance pursuant to this clause shall not 
ceed ninety (90) days unless otherwise agreed upon, in writing, by the govert 
ment In the event any force majeure condition provided for in this clause 
mtinnes beyond said ninety (90) days suspension period, the Government, at 
ts option, may agree, in writing, to extend said suspension period or may cancel 
the contract with no cost to either party with respect to the undelivered portion 
thereof 
(ec) Unless the contractor shall furnish the Government with written notice 
if the nature and extent of any force majeure condition referred to in paragraph 
b) hereof which is claimed to exist. Within a reasonable time after the happening 
ereof. the Terms. and Conditions of said paragraph (b) shall not become 
erative with respect thereto 
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Covenant against contingent fees.—The contractor warrants that li 
not mployed any persen to solicit or secure this contract upon ULV agrees 
for a commission, percentage, brokerage, or contingent fee. Breach of 
warranty shall give the Government the right to annul the contract or, in 
discretion, to deduct from the contract price or consideration the amoun 
such commission, percentage, brokerage or contingent fee This warranty s} 
not apply to colmmissions payable by contractors upon contracts or sales secu 
or made through bona fide established commercial or selling agencies mainta 
by the contractor for the purpose of securing business. 

14. Benefit to congressional officials—No member of or delegate to Con 
or resident commissioner shall be admitted to any share or part of this cont 
or to any benefit that may arise therefrom unless it be with a corporat 

general benelil 


Lb. D sputes Except as otherwise specifically provided in 


lest ol tact ive Cd lh Gcospules a sing under the contrac 


by the Contracting Officer, whose decision shall be in the form of written ti 


of fact. Whenever a contractor is uggrieved by such decision, he may, a 
election: . 
(1) Within thirty (30) days fron ate of mailing or otherwise furni 
a copy of such findings to the contractor, appeal in writing to the Administ 
of General Services Adininistration, or his duly authorized representative 
decision shall be final and conclusive upon the parties hereto: or (2) P 
any rights that he may have against the United States by law In the meant 
the contractor shall diligently proceed with the performance of the contract 
1G. Definitions (a m “Government” as used herein shall meat 
United States of America (b) The terms “contracting officer’ as used her 


Shall mean the official of the Federal Supply Service executing this cont: 


in behalf of the United States of America and shall include his duly appoir 
successor or his authorized representative. 

(The following conditions 17 through 21 shall not apply to any work or servi 
performed under the contract outside the United States or in connectic 
the mining, processing, producing, or manufacturing outside of the United 
of any materials or supplies to be delivered under this contract.) 

17. Offers of former Government property.—There is no law against selling 
back to the Government former Government surplus property, but the Fede: 
Supply Service wants to know if it is buying such surplus. Accordingly, 
submission of the offer herein, the offeror warrants, to the best of his knowledg« 
information and belief, that, except as otherwise expressly stated in the offer 
none of the items or their components covered by the offer have been or will |x 
acquired either directly or indirectly from any activity or agency of the Unite 
States Government or from any Government-owned corporation. Breach of this 
warranty shall give the Government the right to terminate the right of tl 
contractor to proceed with any or all further deliveries under the contract 

18. Patents.—The contractor shall hold and save the Government, its officers 
agents and employees, harmless from liability of any kind, including costs and 
expenses, on account of any patented or unpatented invention, article, devic 
or appliance manufactured or used in the performance of the contract, includi 
use by the Government. 

19. Antidiscrimination.—The contractor, in performing the work required 
this contract, shall not discriminate against any employee or applicant fo 
employment because of race, creed, color or national origin. The contracts 
shall include in all subcontracts a provision imposing a like obligation on su 
contractors, 

20. Walsh-Healey Public Contracts Act.—The representations and stipulati: 
pursuant to the Walsh-Healey Public Contracts Act (49 Stat. 2056, as amence 
41 U. S. C. 35-45) as set forth in Regulation No. 504, as amended, of the Secreta 
of Labor under that Act, are hereby made a part of this contract unless the 
contract is for a definite amount not in excess of $10,000 or is not one for thi 
manufacture or furnishing of materials, supplies, articles or equipment. (Note 
The contractor’s attention is directed to the possibility that wage determinations 
may have been made under the Walsh-Healey Public Contracts Act providing 
minimum wages for employees engaged in the manufacture for sale to the Gov 
ernment of the materials or supplies covered by this contract. Information 
this connection as well as general requirements of the Act concerning overtim: 
payment, child labor, safety and health provisions, etc. may be obtained from tli 
Wage and Hour Public Contracts Division, Department of Labor, Washington 2 


D. C. 
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Bight-hour law; convict labor If the contract is for services, the follow 
conditions apply: (a) No laborer or mechanic doing any part of the work 
untemplated by this contract, in the employ of the contractor or any subco 
tor contracting for any part of said work, shall be required or permitted 
work more than eight hours in any one calendar day upon such work at 
site thereof, except upon the condition that compensation is paid to such 
borer or mechanic in accordance with the provisions of this articlk Uhe 
ges of every laborer and mechanic employed by the contractor or any sub 
ractor engaged in the performance of this contract shall be computed on 
asic day rate of eight hours per day and work in excess of eight hours 


s permitted oniy upot ‘condition that every such laborer and m 


be compensated for all hours worked in ex if eight hours per day at 
not less than one and one-half times the basic f pay For each violati 
of requirements of this article a penalty) e 3 hall be imposed upo! 
actor for each laborer echbanit LO t \ endar day which 
oyee is required or permitted to lal more than eight hours upon 
k without receiving com isation npu in ace nee with th 


all penaities t 


is im ed shi ve will 1 for tl ise and bene 


ernment; pl! 
cceptions an t . l f United 
wo(a) and 526 lat 1 hour 

) In the performance of this cont 


on undergoing sentence of imp! 


cope of CoO) 
| by The International N f 
s of America and is set f face 
n the General Terms and Conditions appearin 
visions are amended by the Special Term 
einafter set forth 
» Deletion of general conditions Article 
ms appearing on continuation sheet No. 2 of thi 
irety 
Quantity.—a. The quantity of electrolytic nickel c: 
nder this contract shall be 12,000,000 pounds avoirdupoi 
b. A variation in the quantity deliverable under this contract, not exceeding 
shall be accepted. 
4. Quality —The electrolytic cathode nickel furnished under this contract 
ill conform to the following chemical and physical requirements 
a. Chemical Requirements 
Percent 
Nickel (Ni) plus Cobalt (Co) Minimum__ 99, 50 
Cobalt (Co) Maximum 1. 00 
Iron (Fe) Maximum 25 


Sulphur (8) i Maximum 02 
Carbon (C) i Maximum .10 


b. Physical Requirements: The electrolytic nickel shall be in the form of 
cathodes of any thickness usual with the Contractor, and shall be sheared by 
the Contractor to approximate size 12 inches by 28% inches after inspection and 
before loading on cars without additional charge to the Government 

5. Packaging.—Cathodes shall be supplied loose (without packing or bracing) 
in clean, sound railroad cars. 

6. Price—a. The unit price in cents per pound, U. S. currency, f. 0. b. cars, 
Port Colborne, Ontario, Canada, to be paid for each delivery pursuant to this 
contract shall be the prevailing market price to direct mill customers in the 
United States being charged by The International Nickel Company, Inc., on 
the date of each such delivery for electrolytic nickel cathodes in carload lots 
exclusive of the amount of any United States import duties and cost of trans 
portation from the Contractor's refinery, Port Colborne, Ontario, Canada. Said 
prevailing market price exclusive of United States import duties and cost of 
transportation as aforesaid is now $0.5525 U. S. currency per pound. The said 
prevailing market price shall be considered to be the f. o. b. Port Colborne price 
published in the E. & M. J. Metal and Mineral Markets, less the U. S. import duty 
included therein which now is $0.0125 per pound, in the absence of evidence to 
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the contrary as shown by the Contractor by means of copies of documents 
in sales to direct mill customers. 

b. If, at any time during the life of this contract when the price of nickel 
is under the control of the United States Government, acting in its sovereign 
capacity, the Contractor in all good faith should believe that the prevailing 
market price referred to above ceases to represent a free market price, then, 
upon the written request of the Contractor, the Government and the Contractor 
shall negotiate promptly with respect to the price or prices to apply to deliveries 
thereafter to be made under the Contract 


used 


In the event the parties are unable 
to agree on a revised price or prices under the contract as hereinabove provided, 


the Contractor shall have the right by notice in writing to the Government to 


eancel the contract without cost to either party as to all material not delivered 
under the contract upon the date of such notice of cancellation and on which 
the Contractor is not in default. 


7. a. Delivery shall be made, subject to inspection, f. 


o. b. cars at the Con- 
tractor’s plant, Port Colborne, Ontario, 


Canada. The Contractor shall deliver, 
commencing as far as practicable as of the month of August 1951, at 
of five hundred thousand pounds (500,000 Ibs.) per month, 
its part to make deliveries in advance 


the rate 
with the right on 


In the event the conditions as set forth in paragraphs ¢ and d of this Article 
paragraph b of Article 6 and Article 15 of the Special Terms, Conditions and 
Specifications are not applicable, the delivery of electrolytic nickel cathodes 
under the contract shall be completed by or before July 31, 1953. 

b. Shipment shall be made on Government 
nished by the Government within 


i. 


Bills of Lading which will be fur 
15 days after each delivery is tendered; or 
should the Government request the Contractor to ship the material on other thar 
Government Bills of Lading the Contractor shall do so, it being 
in each case of a delivery on commercial bills of lading, 
prepay the transportation charges. 


understood that 
the Government shall 


It is understood that the Contractor shall be required to make deliveries 
of nickel hereunder only as and when the material is available after assuring 
itself of its ability to meet the requirements (including governmental alloea 
tions) of its customers and of its affiliates throughout the world. Should the 
Contractor be unable to deliver, for the reasons set forth herein, it shall promptly 
consult with the General Services Administration, Emergency Procurement 
Service, for the purpose of arriving at a solution with respect to deliveries satis 
factory to the Government and the Contractor 

d. If deliveries hereunder should be suspended or restricted by order of any 
governmental agency in Canada, the period for making any deliveries so sus 
pended or restricted shall be extended accordingly. 

S. Inspection, sampling, analyzing, and iweighing.—a,. Inspection shall be per 
formed by the Government Inspector or other Government designated repre 
sentative, at Inco’s plant at any reasonable time between the date of tender 
and 30 days thereafter. In the event the Government fails to make such in- 
spection within the said 30-day period, the tendered delivery shall be considered 
delivered subject to subsequent analysis by the Government or its designee, and 
shall be loaded on cars and shipped by the Contractor in accordance with the 
terms of the contract 

b. Sampling and analyzing shall be performed by the Government or its des 
ignated representative in accordance with the methods prescribed by the Amer 
ican Society for Testing Materials Specification B-39-22, latest 


revision, in full 
sized cathodes if inspected during the 30-day period, or with appropriate ad 
justment for 12 inch by 28% inch size if shipped without prior inspection; any 
claims, investigation of claims, and settlement of claims with respect to the 
chemical requirements of the material shall be made in accordance with said 
Specification, it being understood that for this purpose “receipt of material 
at the purchaser's plant.” shall mean arrival of material at immediate destina 
tion in the United States. 

ce. Contractor’s sworn weight certificates shall govern as to quantity, and shall 
not be subject to disputes by the Government. Cost of weighing, if any, shall 
be for the account of the Contractor. 

9, Shipment and exrpediting.—The Contractor, on forms to be furnished by the 
Government, shall notify the Director, Storage and Transportation Division 
Emergency Procurement Service, and the Federal Supply Service, Inspection 
Division, for the area (of which the Contractor will be subsequently informed), 
not less than ten (10) days prior to anticipated availability of the material for 
inspection and shipment, stating the point at which such material is available 
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spection, and the Contractor shall act as forwarding agent, effect 

nd the distribution of documents in accordance with shipping inst 

by the said Division. The Government representative shall be 

operation of the Contractor in connection with the expediting, ins 
shipping activities under this contract 

Payment.—The price as given above is net for payment in Toronto in 
ed States funds (for which purpose the receipt of a United States Treasury 

tment check by the Contractor in Toronto will serve) within thirty days 

date of invoice. Invoices will be rendered as of the respective dates on 
the Contractor makes delivery of the ma to the Government Ir 

: will be accompanied by sworn weight cert 

Tares and charges All Canadian taxes or charges, general or loca 
ereafter imposed, in respect to the material sold hereunder or the produ 
extraction, processing, sale exportation, proceeds or value thereof, shall be 

e account of the Contractor 
e Government of the United States will arrange for customs entry of the 

al into the United States and all United Stat import taxes or duties, 

shall be for the account of the Government 

Warranty.—The Contractor warrants that the material sold hereunder 

be free and clear of all encumbrances and clail 

ictor shall indemnify, hold harmless and defend the overnment against 
aims and demands with respect to such materia 

issignment—The Contractor shall not assign any its rights, powers 
eges, duties or obligations hereunder, except with tl rior written consent 
he Government, or as is provided for by Article 10 of the General Conditions 
s contract. 

Notices.—All notices and communications required it n on with the 
ract shall be either in writing or by telegraph, and if intend or the Go 
ent shall be sent to it at 7th & D Streets SW 
ended for the Contractor shail be sent to it at 25 
ntario, Canada, or to such other address as eithe! 

other in writing. 

Force majeure.—Article 12 of the General Conditio 

ion sheet No. 2 of the contract is deleted in its entil 
ise is substituted therefor: 

Except as hereinafter provided in subparagraph (b) of 

the Contractor refuses or fails to make deliveries of | 
ing to the specifications within the time provided or any extension the 
» perform faithfully any conditions of the contract, the Contracting Of} 
ut prejudice to other rights resulting from breach of the contract 

us, may, by written notice, terminate the right of the Contractor to proceed 
h any or all remaining deliveries under the contract 
Any strike, lockout, difference with workmen, labor shortages, accident 
explosion, flood, mobilization, war (whether declared or undeclared) act 
iny belligerent in any such war, riot, rebellion, revolution, blockade, require 


ird parties The 


ents, regulation, restriction, or other act of any government, whether legal 


rwise, the elements inability to secure or delay in securing cars, fuel, or 


her supplies or materials or electric power necessary for the operations of the 


nes and plants where the products sold hereunder are produced, delays or 
erruptions to transporttaion by rail, water or otherwise, damage to or destruc 
of such mines or plants and any other contingency which is beyond the 


onable control of the Contractor, from which the products hereby sold are to 


obtained, whether or not the nature or character hereinbefore specifically 
imerated, either at the mines or plants where the products sold hereunder 


ire produced or elsewhere, and which delays or interferes with the performance 


this contract shall be considered sufficient justification for delay in making 


shipments, delivery or performance hereunder in whole or in part until sueh 


se ceases to exist; and this contract shall be deemed suspended so long as 
h cause prevents or delays its execution; provided, however, that no cause 
condition of force majeure shall extend this contract beyond 90 days, unless 


extended by mutual agreement, at which time this contract shall automatically 
terminate as to any then-undelivered portion without liability to either party. 
Any termintaion under this Article shall not relieve the Government of its 
liability to pay for any and all materials delivered by aforesaid time, in- accord 


v7 


ce with the delivery terms of this contract 
Unless the Contractor shall furnish the Government with written notice 
the nature and extent of any force majeure condition referred to in paragraph 
hereof, which is claimed to exist, within 30 days after the happening thereof, 


39888—54—pt. 2——-19 
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the Terms and Conditions of said paragraph (b) shall not become operative wit 
respect thereto. 

16. Maximum obligation of the Government Notwithstanding any other pr 
visions of this contract the maximum obligation of the Government hereund 
shall not exceed $9,000,000.00. In the event the amount due or payable to th 
Contractor for deliveries of material hereunder totals the aforesaid dolla 
amount prior to the completion of this contract, any undelivered quantities of 
material otherwise deliverable pursuant hereto shall be cancelled without 1i; 
bility to the Government. 

The Government reserves the right to itself to increase, if it so desires, th 
maximum obligation stated herein. 

17. Certification of invoices.—Each invoice shall have printed, stamped « 
typed thereon the following certification, to be signed by the Contractor's auth 
ized representative, with his titie indicated. 

“I certify that the above bill is correct and just; that 
has not been received.” 














payment therefor 
Each invoice shall also contain a separate statement as follows: 
“The material covered by the invoice is of Canadian origin.’ 
18. Distribution of documents.—Documents shall be distributed in accord 
with the attached form headed “Distribution of Documents” which 
part hereof. 





ance 






is made 











DISTRIBUTION OF DOCUMENTS 





FOR MATERIALS OF MEXICAN AND CANADIAN ORK 











The Contractor shall furnish documents in the quantities specified and 1 
distribution as follows: 

A. To be mailed to the Deputy Director, Fiscal Branch, Bureau of Federa 
Supply, General Services Administration, 7th & D Streets, 8. W., Washingtor 
25, D. C. 

1. Original and two (2) copies of properly certified invoice. 

2. Two (2) Certified copies of weight certificates prepared as required 
in this contract. 

3. Other documents as required by this contract or otherwise requested 
by specific shipping instructions. 

B. To be mailed to Chief, Storage and Transportation Division, Strategi: 
and C.itical Materials Branch, Bureau of Federal Supply, General Services 
Administration, 7th & D Streets, 8S. W., Washington 25, D. C. 

1. One (1) certified copy of weight certificate. 
2. Two (2) memo copies of Government or Commercial Bill of Lading 

3. Other documents as requested by specific shipping instructions. 

C. To be mailed to the Collector of Customs at the United States Port of Entry 
through which material is to be entered and imported into this country. (Address 
is furnished with shipping instructions. ) 

1. One (1) memo copy of Government or Commercial Bill of Lading. 
2. One (1) copy of Commercial Invoice. 

D. To be mailed to the storage depot indicated in the shipping instructions 

issued by the Storage and Transportation Division. 
1. One (1) certified copy of weight certificate. 
2. Other documents as requested by specific shipping instructions. 























GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 














AMENDMENT No. 1 To Contract No. GS—-OOP-3906 (SCM)-—Copprer BEetween 
GRANBY CONSOLIDATED MINING SMELTING AND PoWER COMPANY, LIMITED AND 
GENERAL SERVICES ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE 


THIS AMENDMENT, entered into between Granby Consolidated Mining Smelting 
and Power Company, Limited, Vancouver, British Columbia, hereinafter calle 
the “Contractor,” and the United States of America, acting through the Genera! 
Services Administration, Emergency Procurement Service, hereinafter calle 
the “Government”: 

Wuenreas, the contract provides that the electrolytic copper cathodes furnished 
shall be of any size usual with the refinery, but not less than 30 by 30 inches, an 
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athodes supplied shall be of the same nominal size, which was in accordance 

National Stockpile Specification P—16—-R, dated May 28, 1952; and 
WHEREAS, the National Stockpile Specification P—16—R2, dated May 11, 1953 

ides that electrolytic copper cathodes may be of any size usual with the 

ucer. All cathodes supplied under any contract shall be of the same nom 
| size; and 

Wuereas, the Contractor requests and the Government agrees that the size of 
the cathodes shall be in accordance with National Stockpile Specification P-—16 
R2, dated May 11, 1953. 

)W, THEREFORE, it is mutually agreed: 

ARTICLE 1. The size of the electrolytic copper cathodes furnished may be of 
iny size usual with the producer. All cathodes supplied under the contract 
shall be of the same nominal size. 

ARTICLE 2. All other terms and conditions of the contract shall remain in full 
foree and effect. This Amendment is entered into under the authority of 
Public Law 520, 79th Congress. 

Acceptance by the Government : 

By H. C. MAvtt, Jr., 
Director, Purchase Division. 

Acceptance by the Contractor: 

By JuLran B. Berrz, President. 

Jury 14, 1953. 
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eThat the Contractor Py] bas not, employed or retained any company 
rap dhcndly sereniy f ene renee tray mss 
Contracter) to solicit or sequre this contract; and that the Contractor bas, 
ee ee ee ee 
me bona fide eaplayee working solely for the Contractor) any fee, ocmiseion, 
percentage or brokerage fee, contingent upon er resulting from the award 4 
this contract, and agres@ to furnish infommtion relating thereto as be ke] 
by the Contracting Officer of the Goverment. 


GENERAL CONDITIONS FOR STRATEGIC AND CRITICAL MATERIALS AND SERVICES 
CONTRACTS 


1. Offer and acceptance Offers are made on the basis that acceptance, within 
the time specified, of the offer to furnish any or all of the materials, supplies, or 
services described therein shall constitute a contract between the offeror and 
the United States Government, which will bind the offeror to furnish and deliver 
the materials, supplies, or services for which his offer is accepted 


2. Discount.—(a) If the contract is one for materials or supplies, time, in 
nnection with discount offeréd, will be computed from date of the delivery of 
he materials or supplies to carrier when final inspection and acceptance are at 
point of origin or foreign port of embarkation, or froy) date of delivery at desti 
hation when final inspection and aneceptance are at this point, or from date correct 
or voucher, properly certified by the contractor, is received if the latter date 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


s later than the date of delivery. (b) If the contract is one for service, time. 
n connection with discount offered, will be computed from date of receipt of 
correct bill or voucher, properly certified by the contractor, covering the service 
rendered, and after performance of such service and acceptance thereof by the 
Government 

3. Time of delivery.—The materials, supplies, or services described in the 
tract shall be delivered within the time provided for in the schedule of deliveries 

4. Buy American Act.—Unless otherwise specified in this contract, the co 
tractor agrees that there will be delivered under this contract only such 
manufactured articles, materials. and supplies (which term “articles, mater 
and supplies” is hereinafter referred to in this clause as “supplies” ) as have been 
mined or produced in the United States, and only such manufactured supplies 
as have been manufactured in the United States substantially all from supplies 
mined, produced, or manufactured, as the case may be, in the United States 

5. Minimum order; weight.—Unless otherwise indicated, as for example, by 
minimum percentage chemical content, packing requirements, lot sizes, or stat 
ment of a minimum order limitation, the unit shown for each item determ 
the smallest quantity which a contractor will be required to deliver. Wher 

nit shown is a measure of weight, such weight is understood to be net ur 
otherwise stated. 

6. Oral modifications.—No oral statement of any person shall be allowed in 
manner to modify or otherwise affect the terms of the offer, specifications 
contract 

7. Inspection and test (a) All material and workmanship shall be sub 
to inspection and test at all times and places and, when practicable, dur 
manufacture. In case any materials, supplies or services are found to be 
fective in quality, composition, or workmanship, or otherwise not in confor 
with the specifications, the Government shall have the right to reject such 
terials, supplies or services, or to require their correction or replacement, o 
accept them at a proper reduction in price. Rejected materials, supplies 
services shall be removed by and at the expense of the contractor promptly wW 
request. The contractor shall be liable to the Government for any cost of re 
moval, correction, or replacement resulting from failure to do so as required 

(b) If preliminary or final inspection or test is made on the premises of th: 
contractor or subcontractor the contractor shall furnish or arrange to furnish 
without additional charge, all reasonable facilities and assistance. Inspections 
and tests shall be performed by the Government in such manner as not to undu 
delay the work. Special and performance tests shall be made as described in the 
specifications. The Government reserves the right to charge the contractor for 
any additional cost of inspection or test when materials, supplies, or services are 
not ready at the time inspection or test is requested by the contractor. 

(c) Final inspection and acceptance of the materials, supplies, and services will 
be made after delivery, unless otherwise stated. If final inspection is made at 
a point other than the premises of the contractor or subcontractor it shall be at 
the expense of the Government except for the value of tested samples used and 
rejected. Final inspection shall be conclusive except as to latent defects, fraud 
or gross mistake. Final inspection and acceptance or rejection of materials, 
supplies, or services shall be made as promptly as practicable but failure so to 
inspect and accept or reject materials, supplies or services shall not impose 
liability on the Government for materials, supplies, or services which do not 
conform to the specifications. 

8. Responsibility for materials and supplies.—The contractor shall be respons 
ble for materials and supplies covered by the contract until delivered at the 
designated point, regardless of the point of inspection, and the contractor shal 
bear all risks as to rejected materials and supplies after notice of rejection 

9. Variance in quantity.—Unless otherwise specified any variation in the quar 
tities delivered under the contract, not exceeding 10%, will be accepted, when 
caused by conditions of loading, shipping, packing or allowance in manufacturing 
processes. 

10. Assignment of payments.—If this contract provides for the payment in the 
aggregate of $1,000 or more, then all moneys due or to become due thereunder 
may be assigned by the contractor to a bank, trust company, or other financing 
institution, including any Federal lending agency, in accordance with the provi 
sions of Assignment of Claim Act of 1940 (54 Stat. 1029, 31 U. S. C. 203, 41 
U. 8.C. 15.) 

11. Federal tares.—(a) The prices offered herein shall be deemed to include 
any Federal taxes imposed by the Congress which on the date of this offer are 
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ble to the materials, supplies or services, or components thereof, offered 
after the date of this offer (A) the Congress shall impose any tax, or (B) 
increase any then existing tax, or (C) the Bureau of Internal Revenue 
rule that a tax theretofore imposed is applicable and the contractor at 
me of making his offer reasonably believed that the tax was not applicable, 
respect to the production, processing, manufacturing, holding, importation 
e of any materials, supplies or services, or components thereof, covered 
offer, and (2) the contractor is required by operation of law or by 
¢ contractual obligztion to pay such tax or bear its burden, then upon 
er application and proof thereof by the contractor, the quoted prices of 
iterials, supplies or services concerned shall be correspondingly increased 
operation of law or otherwise, including any action by the Secretary 
asury under Section 307 (c) of the Revenue Act of 1943, the cont 
eved in whole or in part from the payment of any tax deemed i uded 
e quoted prices, or from bearing its burden, the quoted prices shall be cor 
dingly reduced. Invoices or vouchers covering any increase or reduction 
in accordance with this subparagraph (a) shi state the amount thereof 
parate added or deducted item. 
As to any Federal tax included in the quoted prices or otherwise author 


be added to those prices in accordance with subparagraph (a) hereof, 
ntractor waives, releases and assigns to the United States any and all 


title, and interest of the contractor in and any refund of or credit for 
x upon or by reason of the exportation of any materials or supplies 
hed under this contract and agrees to assist the Government, if requested 

0, in obtaining refund, credit or exemption as to such tax 
12. Force majeure (a) Except as hereinafter provided in subparagraph (b) 
article, in the event the contractor refuses or fails to make deliveries 
iterial conforming to the specifications as define in the contract within 
me specified or any extension thereof, or to perform faithfully any condi- 
of the contract, the Contracting Officer, without prejudice to other rights 
ting from breach of the contract conditions, nay, by written notice, termi 
the right of the contractor to proceed with any or all remaining deliveries 

er the contract. 

») In the event of any strike, lock-out, difference of workmen, accidents, 
re, explosion, floods, mobilization, war (whether declared or underclared) act 

iny belligerent in any such war, riot, rebellion of any government, whether 

or otherwise; the elements, power shortages, or any other cause beyond 

easonable control of the contractor, whether or not of the nature or char- 
er hereinbefore specifically enumerated, performance under the contract shall 
uspended in whole or in part until such cause ceases to exist and thereafter 

me for fulfillment of the contract shall be extended by the length of time 
ng which such cause prevented performance under the contract; provided, 
ever, that any suspension of performance pursuant to this clause shall not 
eed ninety (90) days unless otherwise agreed upon, in writing, by the Gov- 

ent. In the event any force majeure condition provided for in this clause 
nues beyond said ninety (90) days suspension period, the Government, 
ts option, may agree, in writing, to extend said suspension period or may 
wel the contract with no cost to either party with respect to the undelivered 
tion thereof. 

c) Unless the contractor shall furnish the Government with written notice 
f the nature and extent of any force majeure condition referred to in paragraph 
hereof which is claimed to exist, within a reasonable time after the hap- 
pening thereof, the Terms, and Conditions of said paragraph (b) shall not become 
operative with respect thereto. 

13. Covenant against contingent fecs.—The contractor warrants that he has 
not employed any person to solicit or secure this contract upon any agreement 
for a commission, percentage, brokerage, or contingent fee sSreach of this 
varranty shall give the Government the right to annul the contract or, in its 

scretion, to deduct from the contract price or consideration the amount of 
such commission, percentage, brokerage, or contingent fee. This warranty shall 
not apply to commissions payable by contractors upon contracts or sales secured 
r made through bona fide established commercial or selling agencies maintained 
by the contractor for the purpose of securing business. 

14. Benefit to congressional oficials—No member of or delegate to Congress 
or resident commissioner shall be admitted to amy share or part of this contract 
or to any benefit that may arise therefrom unless it be with a corporation for 
ts general benefit. 





2S6 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


15. Disputes.—Except as otherwise specifically provided in this contract, a 
questions of fact involved in disputes arising under the contract shall be decided 
by the Contracting Officer, whose decision shall be in the form of writtey 
findings of fact Whenever a contractor is aggrieved by such decision, he may 
at his election: 

(1) Within thirty (80) days from the date of mailing or otherwise f 
nishing a copy of such findings to the contractor, appeal in writing to the A 
ministrator of General Services Administration, or his duly authorized represe 

ive, whose decision shall be final and conclusive upon the parties hereto; or 

Pursue any rights that he may have against the United States by law 
the meantime, the contractor shall diligently proceed with the performar 

P the contract. 

16. Definitions (a) The term “Government” as used herein shall mean the 


Tnited States * America (b) The term “contracting officer’ as used hers D 


al of the Federal Supply Service executing this contra 

behalf of the United States of America and shall include his duly appointe 
his authorized representative 

wing conditions 17 through 21 shall not apply to any work or sery 

ices performed under the contract outside the United States or in connectior 

with the mining, processing, producing, or manufacturing outside of the 

United States of any materials or supplies to be delivered under this contract 

17. Offers of former Government property There is no law against selling 
hack to the Government former Government surplus property, but the Federa 
Supply Service wants to know if it is buying such surplus. Accordingly 

bmission of the offer herein, the offeror warrants, to the best of his knowledge 
informati« and helief, that, except as otherwise expressly stated in the offer 
none of the items or their components cove ed by the offer have been or will be 
iequired either directly or indirectly from any activity or agency of the United 
States Government or from any Government-owned corporation. Breach of 
this warranty shall give the Government the right to terminate the right of the 
contractor to proceed with any or all further deliveries under the contract 

18. Patents.—The contractor shall hold and save the Government, its officers 

ents, and employees, harmless from liability of any kind, including costs and 
expenses, on account of any patented or unpatented invention, article, device 
or appliance manufactured or used in the performance of the contract, including 
use by the Government 

19. Antidiscrimination.—The contractor, in performing the work required 
by this contract, shall not discriminate against any employee or applicant for 
employment because of race, creed, color, or national origin. The contractor 
shall include in all subcontracts a provision imposing a like obligation on sub 
contractors 

20. Walsh-Healey Publie Contracts Act—The representations and _ stipula 
tions pursuant to the Walsh-Healey Public Contracts Act (49 Stat. 2036, as 
amended, 41 U. S. C. 35-45) as set forth in Regulation No. 504, as amended 
or the Secretary of Labor under that Act, are hereby made a part of this con 
tract unless the contract is for a definite amount not in excess of $10,000 or is 
not one for the manufacture or furnishing of materials, supplies, articles, or 
equipment. (Note: The contractor’s attention is directed to the possibility that 
wage determinations may have been made under the Walsh-Healey Public 
Contracts Act providing minimum wages for employees engaged in the manu 
facture for sale to the Government of the materials or supplies covered by this 
contract Information in this connection as well as general requirements of 
the Act concerning overtime payment, child labor, safety, and health provi- 
sions, ete., may be obtained from the Wage and Hour Public Contracts Division, 
Department of Labor, Washington 25, D.C.) 

21. Fight-hour law; convict labor.—If the contract is for services, the fol- 
lowing conditions apply: (a) No laborer or mechanic doing any part of the 
work contemplated by this contract, in the employ of the contractor or any 
subcontractor contracting for any part of said work, shall be required or per 
mitted to work more than eight hours in any one calendar day upon such work 
at the site therof, except upon the condition that compensation is paid to such 
iaboerer or mechanic in accordance with the provisions of this article. The 
wages of every laborer and mechanic employed by the contractor or any sub- 
contractor engaged in the performance of this contract shall be computed 
on a basic day rate of eight hours per day and work in excess of eight hours per 
day is permitted only upon the condition that every such laborer and mechani¢ 
shall be compensated for all hours worked in excess of eight hours per day at 
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ess than one and one-half times 
quirement of this article a penalty 
ictor for each laborer or mechani« 
oyee is required or permitted to 
without receiving compensation ¢ 


penalties thus imposed sl 
nment; provided, that this 
exceptions and , ( ) » d ; ! tle 40, sectior 


oe (a), & 526, ; la al ompensation 
me 
In the performance of this contr: he contractor shall not employ 
undergoing sentence of imprisonme! 


SPECIAL TERMS, CONDITIONS 


Deletion of general conditions Articles 2, 5, 4, , 12, 15, and 
il Conditions appearing on GSA Form 58a ‘reof are deleted in 
prior to the execution of this contract 
if materials Che refined e er to be furnished purs 
ll be all electrolytie copper turnable to Contractor from 
fining the entire production of copper concentrates at its mill at 
h Columbia, beginning April 1, 1953, and to be ompleted by December 
estimated minimum 19,950 tons a! maximum 24,000 tons Coppel on 
shall be refined to comply with the requi sp a at the refiner 
American Smelting and Refining C¢ any, ' a, Washington 
efinitions \. The term “Governr it i sed herein shi meat 
ted States of America 

B. The term “Contracting Officer” as used herein shall mean the official of the 

rgency Procurement Service executing this contract in behalf of the United 
of America and shall include his duly appointed successor or his author 
representative. 

( rhe term “ton” wherever used herein shall mean 2,000 pounds avoirdupois 

D. The term “refinery” as used herein shall mean the refinery of American 
Smelting & Refining Company located at Tacoma, Washington. 

EK. The term “A, 8. T. M.” as used herein shall mean the American Society for 

ting Materials 

t. Chemical and physical requirements.—The copper to be furnished under this 
tract Shall conform to the following chemical and physical requirements of 
tional Stockpile Specification P—16—R, dated May 28, 1952. 

Chemical and Physical Requirements: The electrolytic wire bar copper shall 

mform to the requirements of Specification B—5 of the American Society for 

ng Materials, latest revision as of the date of execution of this contract by 

e Government. All wire bars shall weigh approximately 250 pounds each 

rhe electrolytic cathode copper shall conform to the requirements of Specifi 

tion B-115 of the American Society for Testing Materials, latest revision as of 

e date of execution of this contract by the Government, and contain a mini- 

im of 99.90% copper, silver being counted as copper. Cathodes shall be of any 
size usual with the refinery, but not less than 380 by 30 inches, and all cathodes 

pplied shall be of the same nominal size. 

5. Packaging and marking.—A. The electrolytic copper shall be loaded loose 
in clean sound railroad cars in accordance with prevailing commercial practice.- 
B. Electrolytic copper wire bars shall be secured in railroad box cars in ac 
cordance with “Methods for Loading, Bracing, and Blocking Carload Shipments 
of Pig Lead, Copper Bars and Similar Commodities in Closed Cars,” Pamphlet 
\o. 37, Association of American Railroads, except that steel strapping shall not 

be required. 

\n appropriate identifying document shall accompany each shipment and shall 
nclude the Government contract number, name of product, brand, type, number 
of pieces, weight and name of supplier. 

6. Price.—The unit prices to be paid for the copper pursuant to this contract 
for delivery as set forth in Article 12 of these Special Terms and Conditions shall 
be $0.30 per pound for electrolytic copper wire bars, less an allowance of $0.00125 
per pound for electrolytic copper cathodes, See Article 7 hereof pertaining to 
Duty. 

7. Duty.—All United States import taxes or duty, if any, on the refined copper 
or on the copper concentrates from which the refined copper is returned, shall 
be for the account of the Government, but the Contractor will be responsible for 
any taxes and/or duty imposed on materials reclaimed from the copper concen- 
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trates (other than the copper sold to the Government) or concentrates other t 
the concentrates required in the refinement of the material purchased hereunde: 
The Contractor shall arrange to make such United States custom entries and 1 
maintain such records as may be required by the United States Bureau of Cus 
toms and by this Service which will enable this Service to certify the free entries 
of the refined copper metal purchased for the National Stockpile. 

8S. Inspection.—The Contractor shall notify the Chief, Inspection Division Gen 
eral Services Administration Regional Office for the area (of which the Contra 
tor will be subsequently informed) at least ten (10) days prior to the anticipats 
availability of each delivery, and a Government Inspector or other Government 
designated representative shall inspect each such delivery at the refinery at 
reasonable time between the date of notification and date of delivery. 

9. Sampling and analyzing A. Any claims, investigation of claims, and settle 
ment of claims with respect to metal content and resistivity of the material 
be made in accordance with A. S. T. M. Specifications B-115 and B-5 as published 
in A. S. T. M. Standards publication dated September 1946, covering cathodes a 
wirebars respectively 

B. With respect to wirebars, sampling and examining for physical defer 
shall be performed at the refinery by a sampler to be designated by the Govern 
ment, who shall be accorded the Contractor's full cooperation 

C. For the purpose of sampling and analysis, the size of a lot shall be agreed 
between the Government's representative and the Works Manager of the re 
finery, but shall not be greater than a furnace charge (approximately 360 tor 
and not less than fifty tons. 

D. Whenever possible, the Government representative shall be present dur 
the pouring of a furnace charge from which deliveries are to be made hereunder 
There he shall witness the selection of three wirebars taken at intervals dur 
the pour from which samples for chemical analysis will subsequently be tak 
He shall also witness the taking of a sample from the furnace ladle and pourir 
of the test billet from which a standard wire will ultimately be drawn fro: 
resistivity test. 

E. In the event that the Government representative is unable to be prese 
during any pour from which a lot is to be delivered hereunder, then he shall be 
entitled to select three wirebars from each lot of fifty toms or more which sh 
provide the metal necessary for chemical analysis and resistivity testing. 

F. Samples for chemical analysis shall he secured from the three bars obtained 
from each lot as described above by drilling five holes 4% inch in diameter at 
points equally spaced between the ends of the bars. The drillings so obtained 
shall be thoroughly mixed to make up the sample. The sample bars shall revert 
to the contractor and will not be accepted for shipment against this contract or 
paid for by the Government. 

G. The billet prepared from each lot as provided for above shall be swedged 
out into a rod which shall be drawn into a sample wire for resistivity testing 

H. Each sample shall be divided into three equal parts, one to be retained 
by the Contractor and two parts accepted for the Government, one of which 
shall be forwarded for Government analysis or testing and the other sealed and 
he!d by the Government as an umpire sample for use if necesary. 

I. Analysis and testing of samples shall be in accordance with A. S. T. M 
Specification B-5 (1946 publication as above). 

J. One eathode shall be selected from each ten thousand pounds or fraction 
thereof for sampling, analysing and testing in accordance with the provisions 
of A. 8. T. M. Specification B-115 (1946 publication as above) 

K. The Government shall reject all material which does not comply with the 
contract requirements, and it shall be reimbursed by the Contractor for al 
costs incurred by the Government in connection with rejected material. 
Contractor shall replace, within sixty (60) days thereafter, all material rejected 
with material meeting the contract requirements 

10. Weighing.—Refiner'’s certified weight certificates shall be accepted as to 
quantity when the Government Inspector or other Government designated repre- 
sentative attests to the accuracy of such weights. All cost of weighing, if any, 
shall he for the Contractor's account. 

11. Shipment and exrpediting—The Contractor, on forms to be furnished by 
the Government, shall notify the Director, Storage and Transportation Division 
Emergency Procurement Service, not less than ten (10) days prior to anticipated 
availability of material for shipment, stating the point at which such material is 
available for shipment, and he shall act as forwarding agent, effecting shipment 
and the distribution of documents in accordance with shipping instructions issued 
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said Storage and Transportation Divi 
hall be accorded full cooperat rf 
pediting and shipping activities under 
Delivery A. Delivery shall be “F. O. B 
Common Carriers Conveyance, at refine) 
rms of Delivery “F. O. B. Point of On 
neans : 
in bourd the ndicated 


cont 


ial service 
use, or othet 
1, the principal 
station © 
Limits of ! ‘ ching limits 
e pickup limi ity or municipality [ igin as defined in the 

ible freight t: f Eo is no applicable , 

on, the comer ‘ Z00C a % is prescribed by the 
ion pursuant to > 

s amended (4% > COC. 802 (ce) n the absence of 
pres« ribed zone ureas, the corporate rriits { gl hie limits of the 
ernment entity, as determined by law or local custom 
') That it shall be the responsibility of the contractor to do the following: 

(1) Pack and mark in such manner as to afford adequate protection 
against normal transportation hazards and secure prompt delivery to the 
consignee, and comply with all packing and marking specifications of the 
contract ; 

(2) Where carload rail shipments are involved, order cars not in excess 
of the length, capacity, and number necessary to accommodate shipments, 
ind to do everything possible to see that cars are furnished ; 

(3) Properly load, stow, block, and brace goods on, or in, conveyance of 
‘arrier, in the case of carload or truckload shipments, or deliver shipments 
of less than carload or less than truckload in good order to carriers for 
loading ; 

(4) Fill in blank spaces on Government bills of lading which are supplied 
by ordering agencies, or, when Government bills of lading are not supplied, 
prepare commercial collect bills of lading or other transportation receipts 
(endorsed “To be converted to Government bill of lading at destination’’) 
to show 

(i) description of shipment in freight classification nomenclature 
(not trade or popular name, if these are different from freight classifica 
tion description) under which lowest freight rates are applicable, 

(ii) length and capacity of cars ordered and furnished in the case 
of carload shipments, 

(iii) other information not inserted by the ordering agency, which 
is required to effect prompt delivery to consignee at minimum cost, 
such as name and postal address of consignee, destination, routing, ete., 

(iv) signature thereon of carrier’s agent, receipting for shipment in 
good order; 

(5) Distribute the several parts of bill of lading, or other transportation 
receipts, as directed by the ordering agency ; 

(6) Pay and bear all charges for switching or local draynage service per 
formed at point of origin, which are not borne by the common carrier 
receipting for the shipment ; 

(7) Be responsible for any loss or damage to property being shipped 
occurring before such property is loaded, or delivered to carrier, i. e., before 
earrier’s receipt is obtained, as the case may he, as provided in (b) (3) 
above, and carrier’s receipt is obtained as provided in (lb) (4) (iv) above; 

(8) Be responsible for all damages (including accessorial charges) re- 
sulting from negligence or error in packing, marking, and delivering ship 
ment to carrier, and, when loaded by contractor, in loading, stowing, block- 
ing or bracing of shipment on or in carrier’s conveyance, or resulting from 
negligence or error in the completion or distribution of Government bills of 
lading or other transportation receipts of documents 
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13. Payment.—Payment at the prices herein provided for 
accepted under the contract shall be made in terins of United St 
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ates eurre 


















































Within ten (10) days after receipt by the Governme: rom the Contra 
properly certified invoices, showing marks, pieces and weight iecompa nies 
the certifed weight certificate of the Contractor. 

14. Vares and charges All Canadian taxes, general or local, now or 








after imposed, in respect to the material sold hereunder or the producti 
traction, processing, sale, exportation, proceeds or value thereof, 


the account of the Contractor. 




















shall be 



























































LS. Warrant The Contractor warrants that the material sold hereunder; 
shall be free and clean of all claims of third parties The Contractor 
indemnify, hold harmless and defend the Government against ll « ms 
lemands with respect to such material. 

















16. Assignment of claims (a) Pursuant to the provisions of the Ass 






































































































































ment of Claims Act of 1940, as amended (31 U. S. Code 203) (41 U. S. ¢ 
15), if this contract provides for payment aggregating $1,000 or more, cla 
for moneys due or to become due the Contractor from the Government under 
contract may be assigned to a bank, trust company, or other financing inst 
tion, including any Federal lending agency, and may thereafter be fm 
assigned and reassigned to any such institution Any such assignment or re 
assignment shall cover all amounts pavable under this contract and not alre 
paid, and shall not be made to more than one party, except that any su \ 
ment or reas gninent, may be made to one party as agent or trustee for two 
or more parties participating in such financing Notwithstandin ny 
rovisions of this contract, payment to an assignee or any moneys due 
become due under this contract shall not, to the extent provided sal \ 
as amended, be subject to reduction or set-off 

(b) In no event shall conies of this contract or any plat Ss, spec fication r 
other similar documents relating to wor under this contract if marked ‘J 


Secret”, “Secret”, “Confidential”, or “Restricted’, be furnished to any assignee 














of any claim arising under this contract or to any other person not entitled t 

















receive the same: Provided, that a copy of any part or all of 1 s contrac gn 


marked mav be furnished. or anv information contained therein may be d 









































closed, to such assignee upon the prior written authorization of the Contra 4 
Officer 

17. Force majeure A. Except as hereinafter provided in sub-paragrap! 
of this Article, in the event the Contractor refuses or fails to ike deliveries of 














the material conforming to the specifications within the time specified or 


extension thereof, or to perform faithfully any conditions of the contract, th 
contracting officer may serve notice to the Contractor in writing of the det 
and if the Contractor does not rectify the default within sixty (60) days 
contracting officer, without prejudice to other rights resulting from bre 
of contract 


























hea 
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a 
conditions, may, by written notice, terminate the right of the Cor 
tractor to proceed with any or all remaining deliveries under the contract 

B. In the event of any strike, lock-out, difference of workmen, accidents 
fire, explosion. floods, mobilization, war (whether declared or undeclared), 
act of any belligerent in any such war, riot, rebellion, revolution, blockade: 
requirements, regulations, restriction or other act of any government, whether 
legal or otherwise; the elements, power shortages, transportation failures 
shortage of railway cars, or any other cause beyond the reasonable control 
of the Contractor, whether or not of the nature or character hereinbefore 
snecifically enumerated, which delays or interferes with the performance of 
the contract, performance under the contract shall be suspended in whole or 
in part until such cause ceases to exist. Upon the suspension or rectification 
of canse or causes delaying performance hereunder, each date, subsequent 
to the happening or happenings of such cause or causes specified in this contract 
for the performance of any of the terms or conditions hereof shall he extended 
by the number of days during which performance was so delayed and, except as 
so entended, this contract shall be performed in the same manner and to the 
same extent as if performance hereunder had not heen suspended: provided 
however, that nothing in this paragraph 17b shall extend bevond June 30 
1955, the periods provided for in paragraph 12 “Delivery” within which the 
Contractor is obligated to complete delivery. 

C. Unless the Contractor shall furnish the Government with written notice 
of the nature and extent of any force majeure condition referred to in paragraph 
“bh” hereof, which is claimed to exist, within a reasonable time, after the hap- 
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g thereof, the terms and conditions of said paragraph “b” shall not be 
ive with respect thereto 
lisputes Except as otherwise specifically provided in this contra 


ons of fact involved in disputes arising under the contract shall | 


e decid 


Contracting officer, subject to written appea rv the ‘ontractor \ hin 
0) davs, t » Administrator of General Ser 
uthorized representative the meant 
ceed with performance 
to preclude the Contractor 
the event that it cannot 
ral Services Administratic 
stion of law or fact 
nination of records.—A, T ‘ontractor a 
of the United States or any of his duly auth 
the expiration of three years after final payment 
to and the right to examine any directly 
and records of the Contractor involving 
et 
Che Contractor further agrees to include the folloy g prov 
priate insertions, in all his subcontracts hereunder 


‘(Name of Subcontractor) agrees that the Comptroller General of the 
United States or any of his duly authorized representatives shall, until the 
expiration of three years after final payment under prime contract G 
OOP-3906 (SCM) between the United States of America and the Granby 
Consolidated Mining, Smelting and Power Company, Limited, have access to 
ind the right to examine any directly pertinent books, documents, pape 
und records of (Name of Subcontractor) involving transactions related to 
this contract.” 


”) Notices. All notices and communications required in connection with the 
ract shall either be in writing or by telegraph, and if intended for the Govern 
nt shall be sent to it at 7th and D Streets, SW., Washington, D. C., and if 
tended for the Contractor shall be sent to it at Vancouver, British Columbia, 
ida, or to such other address as either party may hereafter specify to the 
er in writing. 

1. Certification of invoices.—Each invoice shall have printed, stamped or 

wd thereon the following certification, to be signed by the Contractor’s duly 

horized representative, with his title indicated 
“IT certify that the above bill is correct and just; that payment therefor 
has not been received.” 

] Distribution of document Documents shall be distributed in accordance 
with the attached form headed “Distribution of Documents” which is made » 
part hereof. 

DISTRIBUTION OF DOCUMENTS ON MATERIALS 


(Other than of Mexican and Canadian origin) 


The Contractor shall furnish documents in the quantities specified, and make 
distribution as follows: 

To be mailed to Examination Branch, Accounts and Reports Division 

Services Administration, Seventh and D Streets SW., Washington 


Original and two (2) copies of properly certified invoice. 
2. Two (2) certified copies of weight certificates when required by thts 


contract. In the event weighing is done by another contractor at the 
expense of the U. S. Government, furnish two (2) additional certified copie 

3. Other documents as required by this contract or otherwise requested 
by specific shipping instructions. 

B. To be mailed to Director, Storage and Transportation Division, Emergency 
Procurement Service, General Services Administration, 7th and I) Streets SW 
Washington 25, D.C. 

1. Application for shipping instructions on forms to be supplied by the 
Government. 

2. One (1) certified copy of weight certificates 

3. When delivery terms are F. 0. B. Vessel, or F. A. S. a foreign port 
C. I. F., F. O. B. dock or cars, a United States Port, two (2) Ocean Bills 
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of Lading, or in lieu thereof, two copies of carrier's certificate; and, 
(2) copies of Consular’s or Commercial Invoice. 
4. Other documents as requested by specific shipping instructions. 
C. When Custom Entry is made through the Port of New York, mail or de] 
to General Services Administration, Federal Supply Service, Storage and Tr 
portation Branch, 250 Hudson Street, New York 13, New York, for each shipment 
1. One (1) original Ocean Bill of Lading or in lieu thereof a carr 
certificate. 
2. Two (2) copies Consular or Commercial Invoice 
3. Three (3) copies of certified weight certificates when required by 
contract, 
Note: Compliance with section C reduces the requirements of section B 
and B-2 from two (2) copies to one (1) copy of the documents 
Db. To be mailed to the storage depot indicated in the shipping instruc 
issued by the Storage and Transportation Division 
l. When certified weight certificates are required by the terms \ 
contract, Such certificates must be obtained as quickly as possible and on 
(1) copy mailed in sufficient time to be received at the storage depot befor 
the arrival of the shipment 
E. To be mailed to Chief, Inspection, Standards Branch, Emergency P 
rement Service, General Services Administration, 7th and DTD Streets SW 
Washington 25, D.C 
Four (4) copies of test and/or analysis certificates 


Senator Matonr. What price? 

Mr. Wausu. That is the average price at Port Colborne as published 

Senator Matonre. Average over what period ? 

Mr. Wausu. For every month, the monthly average. 

Senator Matonge. You did not advance any money to the Inte1 
{ ional Nickel Co. ¢ 

Mr. Wausu. No. 

Senator MALone. On that one contract, is it the same amount each 
vear or is there a different amount each year to be delivered ¢ 
' Mr. Watsu. It is on an average yearly production. Right now 
they are delivering at the rate of 250 tons per month. 

Senator Matonr. Go ahead. 

Mr. Watsu. The other contract is with Sherritt Gordon Mines, Ltd.. 
also of Canada. That is a new production of nickel, on whicl 
think they are building a smelter as well, are they not ? 

Mr. Gumpe.. Yes. 

Mr. Wausu. Which will give another smelter to the Western Hem 
«phere. 

There they are required to deliver 25,000 tons for the period be- 
ginning January 1, 1954, completed December 31, 1958. 

Senator Matonr. What price ¢ 

Mr. Watsn. Again, that is the average market price, mont! 

arket price. 

Senator Matone. Did you advance any money? 

Mr. Waxsu. No, sir, no money has been advanced. 

Senator Matonr. You pay for the nickel as it is received 

Mr. Wansu. Yes, sir. 

Senator Matone. Is that a new company ? 

Mr. Watsu. Yes, sir, that is a new company. 

Senator Matone. That completes the nickel contracts? 

Mr. Warsu. That completes the nickel contracts for the stockpile, 
yes, sir. 

Senator Matonr. We already completed the nickel and copper cor 
tracts otherwise informed ? 

Mr. Wausn. In Canada? 
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nator MaLoner. In Canada: yes. 


fr. Wausu. Yes. 


OPPER CONTRACTS WITH FOREIGN NATIONS OTHER THAN CANADA 
ECA-MSA COUNTERPART FUNDS 


itor MALONE. Now y us move to other foreion countries, 
start In and geive 1 » copper first. Does this pattern con- 
\re there certain contracts for the stockpile ‘and certain 
rcts for del very to private sources ¢ 
Vr. WALSH. Speaking on the stockpile, r. there are no contracts 
opper with any foreign companies other than the Canadian com- 
All the others are with domestic companies. 
enator MALONE. Do you have the contracts that are e for 
ery to the users, or domestic companies ¢ 
Mr. Wausu. No,sir. Thisis purely stockpile. 
Senator Martone. You have no hand in such 
\in WALSH. No, s1r. | will have now. ie 
er part of August. 
Senator Matonr. What about you, Mr. Ford? 
\ir. Forp. We have a 


Senator Matonr. Do you have any other foreign copper contracts ? 


rroup of domestic copper contracts. 
Mr. Forp. The only foreign copper contracts 1 at we have any 
owledge of are some that, as Mr. Fredell explained, were made 
r the auspices of the Mutual Security Administration and with 
funds. That is correct. 

Mr. Frepety. We have one that is a copper power contract. 

Senator Martone. What company ¢ 

\Ir. IR DELL. Rhodesia Congo Border Power (‘ol p. 

Senator Matonr. Can someone describe that contract / 

Mr. Frepveti. That is a contract to build a powerplant to furnish 
dditional power to the four big copper producing companies in ut 
Rhodesia-Congo copper belt. There was an Export-Import Bank 
van of $12 million. 

Senator Matonr. We have a list here of $22,400,000. 

Mr. Apiterman. Northern Rhodesia Power Corp. of Northern 
Rhodesia. 

Senator Matonr. Do you know anything about that? 

Mr. Frepeiy. I think that is the total value of the project. 

Senator Matronr. It is listed under a loan. The amount of the 
loan is $22,400,000, to the Northern Rhodesia Power Corp. in North- 
ern Rhodesia. It gives no other address. It is for copper. The 
date approved is June 17, 1953. 

Is this amount in addition to your $12,000,000 ¢ 

Mr. Frepenn. It is twenty-two million four. That is correct. It 

shown on this tabulation as 12 

Senator Martone. Then it develops that the money advanced or 
loaned to the Northern Rhodesia Power Corp. of Northern Rhodesia 
s 822,400,000. 

Mr. Frepeiyu. That is right. 

Senator Matonr. That already has been loaned and transferred 
to this company ‘ 

Mr. Frevett. An Export-Import Bank loan. 

Senator Matonr. It is an Export-Import Bank loan ? 

Mr. Frepeti. Yes, sir. 


| 
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Senator Matonr. What interest does that loan draw ? 
Mr. Frepett, Five percent. 
meenatol \ \LONE., What are they supposed to do? 


Mr. Frevevt. They are supposed to build a powerplant to p1 



































de additional power for the four big copper companies. 
Senator Matone. What are the four big copper companies / 
\ 














Mr. Freveii. N’Changa, Mufilira, Roan Antelope, and Rhoka 
senator MALONE. Who are these companies ¢ Are th 


{ 
arie Ot ( 





rhyae other company or are they independent compares 


explain for the record about these companies (rive 1 








IS wnat ye 



































know about them 
Mr. Prevent. Thev are largely British capital, I believe. 
me tor Matonr. What do you mean “largely”? lL would L\ 
largely \merican capital from the looks of it. 
Mr. Frepett. This particular loan is. 
Senator Martone. How much money is going to be put in this pows 
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COMI pans ; 








Mir. Frepeci. I do not have that figure. 
senator Moar INE, They can | 




















celemelell 








Mr. Frepecn. It is to cover that whole Rhodesia-Congo Coppe 
Belt. 

Senator Matonr. What is it? 

Mr. Frepetnt. The project ¢ 

Senator Matonr. Yes. 

Mr. Frepet.. It is a water power dam. 

Senator Matone. To build a dam and install a power project? 

Mr. Frepect. That is right. 

Senator M ALONE. For how many horsepower or kilowatts ? 

Mr. Frepecy. I do not know that offhand. 


















































Mr. Frepet.. Our contract information shows that. 

Senator Martone. Where is the contract ? 

Mr. Frepewu. In our office here. We have a copy of it here. 

Senator Martone. But you do not know anything about it ? 

Mr. Frepeix. I do not recall the figures definitely. 

Senator Martone. Can you give it to us approximately, and the 
substitute ? 

Mr. Frepetx. I prefer not to give any production figure. 

Senator Matonr. Do you know what we are supposed to get for th 
loan ? 



































Mr. IREDELL. Yes. We are supposed to get such copper to repa 
this loan, plus interest. 














price as paid by the British Government. 
Senator Martone. Where. 
Mr. Frepetu. In England. 

















pay ine for the copper ¢ 
Mr. Frepveii. Approximately the same price as the United State 
market price, with allowance for freight. 











build a fair sized powerplant for 1 





he 


ey subsidi- 


r 


Senator Matone. Does your organization which loans money know? 


Senator MALonkr. Such copper to repay the loan. At what price / 
Mr. Frepett. The contract as originally negotiated was the same 


Senator Matonr. About what price do you suppose we would be 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 295 


] 
Senator MALONE. In other words, vou assume that they would take 


: ; . 
ld be the market here 


tever the market would bear. and th vou 
le copper ¢ 
Mr. Frevect. That is the way the prices would run. At the time 


ontract was mace, the British Government had co trols on coppel 


itor Matone. The British Government controlled the copper 


where / 
r. Frepetn. Within the United Kingdom there was a fixed price 
copper Was cdecontrolled, it went on the world market price. 
otiations are now under way to amend this contract to set the price 
t the E. and M. J. market quotation. That is, the Engineering and 
cy Journal. 
itor MALONE. What does the Ei olmeerling and Mini 9 Journal 
\ ept publish the price ¢ 
Mr. Frepeth, They publish t 
il ad Mining Jour il. 
senator M ALONE. Where do they cel the quotation ? 
Mr. Frepett. A compilation of the current market price. 
Senator Manone. In America? 
Mr. Frepect. In America; yes, sir. 
Senator Martone. Not in Europe? 
Mr. Frepett. Not in Europe. 
Senator Matonr. We pay whatever our market price is 
ment of delivery for this copper ¢ 
Mr. Frepetn., That would be the main basis of payment. 
Senator Matonr. What do you mean by the “main basis 
payment” ? 
Mr. Frepeti. The basis of payment. 
Senator Matone. It would be the basis of payment ? 
Mr. Frepetu. Yes. 
Senator Matone. Did we put up any money for any other operation 
ver there ? 
Mr. FreDELL. On copper ? 
Senator Matone. On this operation. If I understand you, we are 
cet copper from these companies to be delivered by the companies 
it you named. Now do we under any other conditions put up money 
the same general operation Say through MSA or the point f 
ram ¢ 
Mr. Frepeiy. A contract has been made using counterpart funds. 
Senator MaLong. What is a counterpart fund? 
Mr. Frepety. Part of this money was under the Marshall plan. 
Senator MALone. We are through with the Marshall plan now and 
have moved on to ECA, and now to MSA. What isthe plan and what 
are we doing? 
Mr. Frepeti. Of the money that was granted to these foreign coun- 
s, 5 percent was set up to be used for administrative purposes in 
administering the aid plan, and in order to get some part of it back 
for the acquisition of st rategic materials for the stockpile. 
Senator MALONE. Five percent of the mutual security funds. That 
sabout SIX and a half billion dollars this year, 1S it not # 
Mr. WAtsu. I believe it was 5 percent of the counterpart funds. 
Senator MaLtonge. What is the counterpart fund, for the record ? 


1 


he quotation, publish it in the Enginee1 
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Mr. Watsn. I will try my best. I am not sure I will be correct 
the thing. 

Senator MALONE. Somebody ought to know. 

Mr. Watsn. The requirement was that when funds were m 
available through this act—— 

Senator MALONE. Through the Mutual Security Act ¢ 

Mr. Wausn. Mutual Security and ECA Act. The participat 
countries had to collect for that material internally and had to deposit 
the money so collected for the purpose of improving conditions wit! 
the country. That was considered as counterpart. 

Senator Matone. This 5 percent of the mutual security funds? 

Mr. WALSH. No, Sir. They had to colleet 100 percent, but 5 pel 
cent of that amount so colleeted—— 

Senator Matonr. What do you mean, “they collected”? Whom d 
they collect from 4 

Mr. WALSH. They collected from the people who vot the nie 
chandise. 

Mr. Apterman. You took an illustration of our sending a truck 
over there. 

Mr. Watsu. If a truck went over there 

Senator Matonre. Worth $20,000. 

Mr. Wausn. Okay, sir; $20,000 for a truck. The money was p 
up by ECA-MSA, whichever organization was in operation, T! 
truck was shipped to the country. That truck was sold in the cou 
try in the currency of that country. The currency of that country 
was then placed on deposit with that government. 

Senator MALONE. We are dealing, l think, with England. That is 
the belief of the gentleman who was testifying a minute ago. We 
will say it was sold for pounds at $2.80. 

Mr. Watsu. Yes. 

Senator Martone. Let us just work out a problem here. 

You would arrive at something like 700 pounds, approximately, 
which you would get for the truck. Is that about right ? 

Mr. GumpBe.. Seven thousand, if you were talking about $20,000. 

Senator Martone. Yes; 7,000 pounds. What do you do with that 
7.000 pounds ¢ 

Mr. Watsn. That 7,000 pounds then would be deposited—— 

Senator Matonr. Where ? 

Mr. Watsn. In the treasury of the United Kingdom. 

Senator Matone. Go ahead. 

Mr. Watsit. The utilization of that 7,000 pounds or the expenditure 
of it was a joint action between the United States Government repre- 
sentatives and the British Government. 

Senator Matonr. The entire 7,000 pounds? 

Mr. Wausn. Except 5 percent. The 5 percent of that 7,000 pounds 
was to be earmarked for administrative expenses or for use in acquir- 
ing materials in which this country might be deficient, not necessarily 
stockpile. It read that any material which the United States is 
deficient in. 

Senator Martone. The remainder of it, England keeps? 

Mr. Wausu. Yes, sir. 

Senator Marong. Ninety-five percent to England. She is not ac- 
countable to anybody for that? 
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Mr. Watsu. She was accountable to the American n 

ked with them in England. 

senator Matone. To do what? 

Mr. Wausn. To spend that as was agreed to between the two 
ons 
ator MALoNe. In other words, you had to have unanimous agree 
. SO they Spent it the way they want to spend it, is that about 


~Watsi. | imagine it might come down to that. 
enator Matonr. Let us get down to business. Five percent, then, 
DO pounds is earmarked for what 4 
Mr. Watsu. Administrative expense or for the purchase of any 
terial in which the United States may be deficient. 
Senator Matonr. Whose administrative expense / 
Ir. Wautsu. That of ECA. 


nator MaLtonr. Only ? Not the administrative expense of Eng 


/ 


Mr. Wausu. No, sir 

Senator MALONE. Go ahead. 

Mr. Wausu. Under that procedure there was acquired and delivered 

this country a quantity of material. I really do not have the figure 

ime, but I think it was in the neighborhood of around 70 million, 
it not! 

Senator MALonr. Over what period ? 

Mr. W ALSHL. That would be over a period Of iean 

Senator Matone. Then it is an administrative expense of MSA 
ECA to purchase materials. Is this $70 million that you have in mind 

it is accumulated under the 5 percent earmarked funds ¢ 

Mr. Mepiey. That is the figure as I recall it, sir. It is the value of 

iterials which came to the national stockpile, and the only cost to the 
stockpile was the ocean freight. 

Senator Martone. Over what period ? 

Mr. Mreptey. I think that an accumulative figure from the inception 
of the Marshall plan program. 

Senator Martone. Does it go back of the Marshall plan or does 
tart with the Marshall plan? 

Mr. Meptey. I think it started with the Marshall plan. 

Mr. Watsn. It started with the Marshall plan, yes, sir. I should 
like to state for the record that on page 17 of the stockpile report of 
August 15, 1953, there is listed those materials which were so acquired. 

Senator MALone. Since 1948? 

Mr. Watsu. Yes, sir. 

Senator Martone. The counterpart funds, then, amounted to $70 
million over the whole period from 1948 until the present time? 

Mr. Wausu. I would have no idea what they have amounted to, 
sir. This $70 million would be the value of the material that has been 
delivered to the United States under that arrangement. 

Senator Maxone. Do you have a list of the materials which were 
delivered to the stockpile under that arrangement ? 

Mr. Watsu. Yes, sir. 

Senator Matonr. Would you read those into the record ? 





298 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


ALUMINUM AND BAUXITE 


Mr. Watsn. Aluminum, 9,169 tons. 

Senator Martone. At what time? What period of delivery? Givs 
the period. 

Mr. Watsu. I cannot, from this. This is cumulative. 

Senator Martone. Go ahead. 

Mr. Warsu. Bauxite, 877,048 tons. 

Senator Matone. Do you know where it was delivered from in eac} 
case ¢ 

Mr. Warsu. It is this type of arrangement: The aluminum de 
livered there is produced in this country by Reynolds, but it is paid 
off under an advance made to Reynolds for the purpose of opening 
up Jamaica bauxite. 

Senator Matonr. That was a little too fast for me. Will you rt 
view that just once more? 

Mr. Wausu. The Reynolds Metals Co. and the British interests 
operating in British Guiana and Jamaica were advanced a sum of 
British pounds for the purpose of opening up the bauxite deposits 
down in vn at area and supplying it to the United States. The repay- 
ment for the money advanced to them is being made to this country 
in aenline: The obligation required there to pay back is 95,000 
tons, of which 9,169 tons have been delivered. 

Senator Matonr. Now let us get this straightened out. We have 
counterpart funds of $70 million, for which we were to receive ma- 
terials for the stockpile, so we take that part of the $70 million coming 
from England and give it back to England and pay them for the 
aluminum they are producing in Guiana. 

Mr. Wausn. No, sir, there is no payment for this aluminum. The 
loan is liquidated by deliveries alone. 

Senator Martone. That is what I am talking about. What do we 
do with it? Do we actually get these pounds? Are they delivered to 
us and then we give them to somebody ? 

Mr. Watsu. The mechanics of this, as I understand it, sre that 
the loan was arranged between the British and Reynolds by ECA out 
of the counterpart funds. 

Senator Martone. So much money is being paid to England. We 
will say it isa billion dollars. We give them about that much a year. 
Five percent of that amount would be counterpart funds; is that 
right ¢ 

Mr. Watsn. That is correct. 

Senator Manone. Part of this 5 percent, then, is repaid to us in 
aluminum produced by Reynolds in repayment of a loan made to ex 
pand a bauxite operation in one of their possessions ? 

Mr. Watsu. Bauxite produced in one of their possessions. The 
bauxite comes to this country and it is converted to aluminum in this 
country. 

Senator Maronr. Then we receive the bauxite from them, from 
England. Is the bauxite produced by the Reynold Co. in this area? 

Mr. Warsn. It is produced by the Reynolds Co. 

Senator Matonr. It is actually produced by them? 

Mr. Wats. Yes. 


Senator Matonr. How much does this bauxite cost us? 
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\ir. WALSH. Bauxite runs about $5.40 a ton, and the oceat 

rtation on bauxite various between $7 and $s. 

Senator Matonr. We pay the freight 4 

\ir. Wausn. In this case we would pay nothing; ! on bauxite 
we bring into this country separate and distinct from this trans 


tion. ves, sir, the ocean freight is paid on it. 


senator Martone. The counterpart fund would pay for the | 


/ 


rever it Was, but we would pay the freight here 


Mr. Watsu. No, sir. The transportation is also part of Reyno!ds’ 


ponsibility,. 
Senator MALonr. 
\ir. Wausn. Yes. 
\ir. Mepiey. But not g 
\lr. \WALSH. Not cvenerally. 
Senator Manone. Aside from this case, ordinarily we would pay 
freight to this country from wherever they produced the ma 
loa \ nation, with a e unterpart fund / 
Mr. Wausu. Yes, sir. 
senator \I sSLONE. If they pa cl the frei@ht, it would just amount to 
e same thing because it would be deducted from the counterpart 
nd? 
Mr. Watsn. That is correct, sir. Beryl, 290 tons; metallurgical 
rome, 1.961 tons. 
senator MALONE, Where are these materials coming from 
Mr. Watsn. The metallurgical chrome came from Turkey. 
The next item is cobalt. I am sorry, there is no cobalt yet. 
Coconut oil, 1,424,074 pounds. 
Senator Martone. From where ? 
Mr. Watsu. That come from the British colonies in Africa. 
Senator Marone. What do we pay for that? 
Mr. Wartsu. We pay nothing, sir, just transportation. 
Senator Matonr. There must be a charge. 
Mr. Was. There is a credit arrangement in that, and that usually 
is been stated at a nominal price, which was about the market price 
the time the transaction was entered into. They have used that 
unit for the purpose of credit. 
Senator Matone. They set a price at which the counterpart fund is 
credited against the production in each case ? 
Mr. Wausn. That is correct. 
Copper, 971 tons; sisal, 39,057,358 pounds, 
Senator Matonr. What is the price for the copper, and where does 
it come from ? 
Mr. Watsu. The copper came from Rhodesia and is in repayment 
of interest on a loan. 
Senator Martone. That is not counterpart funds, then? 
Mr. Wausu. The loan was counterpart. 
Senator Martone. The loan was counterpart funds to a certain 
country ? 
Mr. Watsn. Yes. 
Senator Martone. At what price do they charge the copper out to us? 
Mr. Watsu. My memory on that is 19 cents. 
I gave sisal. 
Senator Matonr. Where does that come from? 


, 
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Mr. WatsH. That, again, came from the British colonies in Afri 

Cryolite, 8,465 tons. Thatis from Denmark. It comes from Gree: 
land, but Denmark controls that. 

Crushed diamonds, one million carats. 

Senator Martone. From ? 

Mr. Wausu. The origin of that, no doubt, would have been in t 
Congo. It was repayment by the British. 

Senator Matonr. The Belgian Congo? 

Mr. Watsu. Yes, sir: the Belgian Congo. 

Senator Martone. It would be Belgium 4 

Mr. Watsn. No. That is the source of origin on the thing. 
even though Belgium parti ‘ipated 1 in ECA programs, the money g 
to them was on the basis of loans which they re paid. There fore, 
counterpart ever generated in Belgium. 

Senator Martone. All the money that Belgium has received 
the Marshall plan, they have repaid ? 

Mr. Warsn. They are to repay; yes, sir. 

Senator Matone. Have they? 

Mr. Watsu. I really do not know. 

Industrial diamond stones, 931,534 carats: feathers and dow) 
177,100 pounds. 

Senator Matonr. Where does that originate ? 

Mr. Warsn. That is European feathers and down, and it came 
through France and Germany. 

Senator Matonr. Where would it originate ? 

Mr. Wausn. Most of that comes from the Balkan area. I thir 
that is about the only place that they go in for that kind of thing. 

Acid grade fluorspar, 15.253 tons; crucible grade graphite 

Senator Matone. In each case state, if you know, where it originates 

Mr. Watsu. The fluorspar came from Italy. 

Crucible grade graphite, 6,961 tons, all from Madagascar, which is 
a French possession. 

Lead, 13,438 tons. That is also from a French possession, coming 
out of Africa. 

Magnesium—— 

Senator Matone. Is that Morocco? 

Mr. Watsn. Yes, sir, that is Morocco. 

Senator Matonr. That would not be the project we financed would 
it? 


LEAD 


Mr. Watsn. Yes, sir. It was because of the financing through 
counterpart funds. 

Senator Martone. Only counterpart funds? 

Mr. Watsu. To my knowledge, it was only counterpart funds. 

Mr. Frepeii. There was one small supplement loan made out of 
ECA funds to the Zellidja mines. 

Senator Matonr. Is that a company or a name of a mine? 

Mr. Frepey. It is a mine. The company’s name is Societe des 
Mines de Zellidja. 

Senator Matone. Then, the lead that comes to us for the stockpile 
comes from the Zellidja mine, developed by the company you have 
just named, is that right? 
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\Mir. Frepewn.. That is right. 
Senator Matonr. How much money did we loan the company 4 
Mr. Frevenn. The dollar fund, that is, ECA dollar fund, was 
» OOO, 
nator Martone. DPA? 
FrepELL. That was a supplementary contract. They had pre- 
ly received counterpart funds. I do not have those fig 
ator MALone. Was that the total amount of money 
! for that compal L\ to deve lop the Z f fellidja mine ¢ 
Mr. F REDELL. That is the supp lementary contract in dollars 
Senator Matone. Is that the only money we gave them ? 
Mr. Frepeti. No. They had counterpart funds before that. 
Senator Matonr. Did they get any more money than the Sd75.000 ? 
iat all the money they received from any organization in this 
try ¢ 
Mr. Frepeti. They had considerable amounts in counterpart funds. 
Senator Matone. I am talking about other money. 
Mr. Frepetn. Aside from counterpart funds / 
Senator MaLone. Yes. 
Mr. Frepevy. I do not recall any. 
Senator Matonr. We have an outline here of a contract between 
e Government of the United States and the Societe des Mines de 
llidja that indicates that : 


ures 


he Newmont Mining Corp., referred to as Newmont, acting on its own behalf 

i as agent for and on behalf of Zellidja, has agreed to Newmont on behalf 

ellidja the maximum sum of $3,600,000 to be used by Zellidja for the expansion 

roduction of lead and zine ore, and concentrates at or near its properties 

Bou Beker, Morocc: In accordance, it will develop the program of Zellidja 

ribed in exhibit A attached to said contract 

This is only a part of it. 

Do you maintain that the ECA was giving them counterpart funds ? 

Mr. Frepevtt. Our ECA contract would be with counterpart funds 

Senator Martone. This $3,600,000 was counterpart funds ? 

Mr. Mepiey. Senator, may I speak to that ¢ 

I am not positive in this particular instance or particular 
action. I do know a little bit generally about that program. 

Prior to the creation of the Defense Materials Procurement Agency, 
which has now been liquidated and succeeded as GSA, ECA had this 
basic materials development program which, after the creation of the 
Deteins Materials Procurement Agency, was transferred to the latter. 
Under that program, it is my underst: nding that the predominant 
imount of funds was counterpart funds. 

However, there were certain instances where it was necessary to 
procure, shall we say, machinery from this country in order to get the 
development. project. going, in which event I understood that some 
dollars were used. But generally speaking, the program was financed 
predominantly with counterpart funds and to the maximum extent 
possible. 

Senator Matone. Are you in a position to get the exact informa- 
tion for the record on this matter ? 

Mr. Meptry. Yes, sir, I can get that from the Foreign Operations 
Administration. 

Senator Matone. I will read a paragraph here which might help 
you. This is from the Deve lopme nt of Mining or Processing Facilities 
of Lead and Zinc Outside the Continental Limits of the United States. 
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The subheading is, “Contract No. SCM—-TS-19594 (ECA), dated 
December 7, 1949.” 


On August 1, 1952, a supplement to the above contract 
. . 
the contract number already referred to 


vas formalized between DMPA and Newmont Mining Corp., New York, as 
for Societe des Mines de Zellidja, providing for an advance of $575,000 


which Mr. Medley has previously mentioned— 


of DPA funds for the purpose of purchasing American equipment te 


a program of development of the Zellidja Co.'s lead and zine mines locates 
Bou Beker, French Moroceo, North Africa, 

These funds were in addition to an advance of $3,600,000 of ECA funds 
hy ECA under the original contract dated December 7, 1949, both advar 
be repaid, plus interest, by delivery to the United States stockpile of an e 


ent value of lead and/or zine 


Do you maintain that those are counterpart funds? 

Mr. Frepe.u My recollection is that they are counterpart fund 

Mr. Mepiry. I would say that it is likely that they were counterpart 
funds, but I will verify that, Senator. 

Senator Maronr. You just get the tory on this thing. 
I continue: 














Contract No, GS—OOP-2391 (SCM-—-DMPA), dated May 381, 1% 
Under this contract and nendment No. 1, dated January 16, 1955, 
nto between DMPA and Societe des Mines de Zellidja, tl CO! 


nis NANV one 


lead and zinc mines at Bou Beker, French Morocco, undertook t 

United States stockpile lead equal in value to the principal and interest 

advance of three billion French Metropolitan francs MSA counterpart 
The advance was for the purpose of amplifying the power production fac 

of the company Energie Electrigue du Maroc (EEM) to meet the power net 

of Zellidja’s expanding mining operations, as well as other expanding p 

needs of the territory. Zellidja signed the contract as intermed 


liary for KEM 
and the payback to the United States stockpile was estimated at about 28,00 
tons of lead 


deliver to 


Are these separate operations we are talking about in these ti 
paragraphs, or do you maintain—— 

Mr. Frepety. The metropolitan francs are counterpart funds. 

Senator Martone. Are the dollars counterpart funds, already re 
ferred to in the amount of $3,600.000 of ECA funds and $575,000 of 
DPA funds, which would be a total of about $41 { million ? It cer- 
tainly does not look like it. 

Mr. Mepiry. I agree with you, Senator, but we will find out. 

Senator Martone. That will be very helpful. 

What do we get for the advance of the $414 million? We under- 
stand we get 28,000 tons of lead. Can you verify that? 

Mr. Frepevy. It is lead to the value of the loan plus interest. 

Senator Martone. Three billion French metropolitan frances, it says, 
Your counterpart fund is in the second paragraph I have read. The 
other is American dollars advanced, for which, it says, we will receive 
the amount returned plus interest by delivery to United States stock- 
pile of equivalent value of lead and/or zine. It does not say at what 
price. 

Mr. Frepein. All of those contracts, I think with one exception, 
refer to market price at the time of delivery. 

Senator Matonr. What market price? 
Mr. Frepeiy. The United States market price. 
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Senator MALONE. You know what the market price of lead and zine 
> now, I suppose. 

Mr. Frepetn. Yes. 

Senator MaLone. I am going to ask in a few minutes if you know 

it caused it. This probab ly has somethi ie to do with it. 

It is just ve ible that you fellows do not understand what you 

doing here al what money 1s applied to these purchas es. That 
mpossible. It cannot be. So I am expecting you to clarify this 
tement. 

Mr. Meptey. Sir, if I may add, these contracts were originally ECA 

tracts, which were subsequently transferred to us. 

Senator Matone. That is correct, but you have them and you should 

lerstand them. 

With the understanding that this explanation will be made a part 
he record at this point, go ahead with your explanation of the 
reign contracts, Mr. Walsh. 

I will ask you Mr. Walsh, You do not know of your own knowledge 
it this is? 

Mr. Wausu. No, sir, I do not. 

Senator Matonr. You just assumed it was counterpart funds? 

Mr. Wausu. Yes, sir. Magnesium, 1.269 tons, which came out of 
Norway; mercury, 102,502 flasks. 

senator M ALONE. Where does that come ra 

Mr. Waxtsu. Most of that came out of Italy, 

Senator Matonr. Did any of it come from baal 

Mr. Watsu. No, sir. There was no ECA reat um in Spain. 

Senator Mavone. You think you are discussing only counterpart 


t ¢ 


inds ¢ 

Mr. Wausu. That is right. Mica, 330,660 pounds. That came out 
of Madagascar. 

Senator Martone. Madagascar is controlled by the French? 

Mr. Wausu. Yes. 

Senator Matone. Do you have any explanation to make about re 
ceiving these materials as to what the y were charged the counterpart 
Fund per pound / 

Mr. Watsu. We would have to refer to the contract to see what the 
arrangement was. 

Senator Matonr. You might also have to refer to the contract to 


find out if we advanced other money to companies as we apparently 
1 in Morocco. 
Mr. Watsu. That will come out of the study that Mr. Medley is 


I 


froing to give you. 

Senator Matonr. That will cover this whole situation ? 

Mr. Watsn. Palm oil, 18,430,006 pounds, which all came out of 
Sumatra. 

Senator Matone. That is a colony ? 

Mr. Watsu. It was a Dutch Colony. 

Platinum, 44,046 ounces. That came out of United Kingdom. 

Quinidine, 1,899,999 ounces, all of which came out of Holland. 

Rare earths, 345 tons. That came out of Holland. 

Rubber, 61,841 tons, all of which came out of British-controlled 
colonies in the Far East. 
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Sperm oil, 9,550,645 pounds. That came out of Norway and | 
United Kingdom. 

Tantalite, 2.385 pounds. That came out of the United Kingdom. 

Tin, 450 tons, which came out of the Belgian Congo. 

‘I ungosten, HOST pounds, and that came from Portugal. 

Tanning extracts: chestnut, 1252 tons, Which came out of Italy 
and wattle, 1,444 tons which came out of Holland. . 


ZINC 


Zine, 3,271 tons, which is partly from the Zellidja deposit in M 
rocco, and also from Ge rmany, Greece and Italy. 

Those are the receipts as of June 30 under these programs, 

Senator Matong. Apparently, you have no information with you, 
Mr. Medley, but I would like to know jl t how much money we have 
advanced in each case, if any, to companies producing this mate 
and how it was to be paid back. 

I think you will find that there was nearer $25 million advanced | 
Morocco companies direct from some agency here in America, whether 
it was ECA or MSA or DMPA or whatever, and a lot of it to t] 
Newmont Mining Corp., New York, subsidiary. 

Mr. Mepiry. As I recall the figures—and we will certainly supply 
them in detail—the total amount of the ECA contracts transferred t 
us for servicing amounted to approximately $195 million. 

Senator Matonr. Foreign contracts ? 

Mr. Mepiry. Yes. Those contracts are being serviced prima 
in the London district office, which has recently been put under Mi 
Walsh. 

Senator Matonr. What do you mean by the “London district 
office” ? 

Mr. Mepury. DMPA had a London regional office established pri 
marily for two purposes : One was to service these—— 

Senator Martone. In London? 

Mr. Mepitey. In London. But they are employees of the United 
States Government. They now report to Mr. Walsh. 

Senator Matonr. They are still there? 

Mr. Mepuey. Yes, sir. 

Senator Martone. How many employees do you have there? 

Mr. Meptey. There are about 27, I believe it is, now. It will go 
down to 19 by the end of this quarter. 

Senator Mavone. All right, you may furnish that material fo1 
the record. 

I have here some material that I want to insert in the record at this 
point for comparison purposes. One insertion shows an analysis of 
Federal assistance from July 1, 1950, to March 31, 1958. I submit 
that for the record, and it will appear at this point. 

(The doctment referred to follows:) 
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ysis of Federal assistance for foreign and domestic minerals expans 
programs, July 1, 1950, through Mar. 81,1955 


Senator Manone. I have here in detail an analysis of Federal assist- 

e for minerals expansion programs, July 1, 1950, to March 31, 1953, 
I, domestic minerals expansion program in thousands of dollars, 
footnotes of explanation, and an analys s of Federal assistance 
minerals expansion programs, July 1, 1950, through March 31, 

3, part IT, foreign minerals expansion program. 

[hese two tables, with their expansions, I will submit for the record 

this point. 

(The documents referred to are as follows:) 
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Senator Matonr. We will recess for lunch and come back at 2: 30 
\t that time we will go into the domestic developments, copper first 
and lead-zine, and any other material advancements or contracts that 
have been made. 

(Whereupon, at 1:40 p. m., the subcommittee recessed, to recon 


> } 
vene at 2:50 p. m., the same dav.) 
AFTER RECESS 


Senator Martone. The committee will be in order. 

We have not vet started on the domestic contracts, so I think we 
will ask you, Mr. Walsh, and you feel free to call on any of your 
associates for supplemental information, to complete the foreign con 
tracts by commodity. We had comp vleted the copper, as | unde rstood 
you, before. 


Mr. WausH. Yes. sit 


LEAD AND ZINC 


Senator Matonr. We were on lead and zinc. Suppose we complete 
the lead and zine. That would include all foreign contracts. If there 
are contracts over which you had no rs refer to them, and 
we will ask for the information, if it is necessary. Start with your 
lead and zine, if you have com] ated the copper. You can be very 
brief. The information we will require for the record is the date of 
the contract, the amount of material it calls for, over what period de- 
liveries are to be made, grade of material, the amount of money ad 
vanced by any Government agency and under what conditions, 
whether it is an interest-drawing loan or as a subsidy; whether it is 
subject to an escalator clause or whether it is a firm contract, what 
guaranty you have of getting the metal especially where you are ad- 
vancing the money. 

Mr. Wausn. Yes, sir. Lead. There is one open contract on the 
stockpile for delivery of lead. That contract is with the Compania 
Minera de Huehuetenango. The source of supply on that is Guate- 
mala. The contract calls for 9,750 tons of lead which is delivered to 
this country in the form of bullion and then converted into metal by 
the American Metal Co. through their smelting facilities. I do not 
have the date of the contract. However, the scheduled deliveries un- 
der that contract call for delivery to begin on February 23, 1953, and 
to be completed by February 23, 1955. To date a total of 1,022 tons 
of material have been delivered. No funds were advanced and ma- 
terial is paid for only if and when delivered. That is the only open 
contract on lead. 

Senator Martone. What price? 

Mr. WatsH. The prices on that, sir, are 17.342 cents per pound. 

Senator Martone. Of contained lead. 

Mr. WausH. That is for lead itself, as I interpret these figures. 

Senator Marone. It is ore you are shipping in? 

Mr. Watsn. Yes, sir, but we are paying for the lead only. 

Senator Martone. Per pound of contained lead. 

Mr. Watsu. The per pound of contained lead, there is a floor price 
anda ceiling price. The floor price is 17.342 cents per pound. 

Mr. ApLERMAN. May we have the contract number on that? 
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Mr. Watsu. SCMTS12496. It has a floor price of 17.342 cents per 
pound and a ceiling price of 20.342 cents per pound. 
~ Seantor Matonr. How do you arrive at the figure in thousands of a 
ent ¢ 
Mr. Watsn. I cannot answer that from memory, sir. The file 
would show that, and I will be olad to submit the contract for the 
record. 

Senator Matonr. What does it cost to smelt this material ? 

Mr. Watsu. The smelting cost is contained in here. What it 
I really do not know. 

Senator Matone. In other words, the produce of the ore pays for 
the smelting. 

Mr. Watsn. Yes. 

Senator Matonr. Transportation here and delivery of the lead 
where ? 

Mr. Wausu. Ata smelter in the United States. 

Senator Matonr. And you pay the freight of the lead or transpor- 
tation to your stockpile, whereever you stock it ? 

Mr. Watsu. Yes, sir. 

Senator Manone. 650,000 tons. 

Mr. WALSH. No. sir. It calls for a total of 9.750 tons. 

Senator Matone. Of lead? 

Mr. Watsu. Yes, sir. 

Senator Matonr. Lead content. 

Mr. Watsu. Yes, sir, of which 1,022 have been delivered. 

Senator Maronr. What determines the price? You have a floor 
incl you have a ceiling. 

Mr. Watsu. I am sorry I could not tell you without referring to 
the file. 

Senator Martone. Will you do that? 

Mr. Wausn. Yes, sir. If you wish we would be glad to give you 
the contract. 

Senator Martone. I think it would be a good idea if you just num 
bered these contracts exhibits in consecutive numbers and gave us a 
copy of all the contracts that you describe, but fill in your testimony 
before the reporter completes it, the pertinent details. That 
you fix the price in this case. 

Mr. Wausnu. Yes, sir. 

(The information is as follows:) 


1S, 


1 
Is how 


ExHisitT No. 5 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., October 16, 1958. 

Hon. GeorGeE W. MALONE, 

Chairman of the Minerals, Materials, and Fuels Economic Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C 
Dear SENATOR MALONE: There is furnished below information covering con- 
tract SCM—TS-—12496 with Compania Minera de Hue etenango, S. A. of Edificio 

Passarelle, 5 Avenida 11 Calle, Apt. Postal No. 523, Guatemala, Guatemala, C. A. 

The company also has an office at 2401 Gulf Building, Houston 2, Tex 

This contract was entered into February 23, 1949, after negotiations extending 
over several months. The contract calls for the delivery of 9,750 short tons of 
pig lead. 


39888—54—pt. 2——-21 
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The unit price of lead refined from lead bullion shipped by the contractor 
the United States, when the New York price is between 17.342 cents per pow 
and 20.542 cents per pound, is the New York price as of the date of deliver 
at the point of delivery, less .658 cent per pound and also less the actual cost 
of assay of the lead bullion, lighterage, stevedoring, weighing, refining, and pe 
alties for impurities in connection with the refining. When the New York pr 
less the lsted deductions is less than 17.342 cents per pound the price of lead 
under the contract is 17.542 cents per pound and when the New York price, 1 
the listed deductions is more than 20.342 cents per pound, the price of lead un 
the contract is 20.342 cents per pound 

De iveries are to be made over a period from February 23, 1951, to February 
23, 1955. 

Ch’s contract was negotiated at a time when the Munitions Board was inte 
ested in developing new sources of lead. The price of lead at the time the « 
tract was under negotiation was 21% cents per pound 

The contractor has had considerable difficulty in getting production underway 
due to the political situation in Guatemala, strikes, delays in shipment of nec« 
sary equipment from the United States, and in accordance with the provisions 
of the contract, we have recently taken steps to reduce the contract quantity by 
some 1,400 tons 

There have been some recent changes in control of the company, but the pres 
dent, who bolds 51 percent of the stock, is Mr. C. Fk. Corzelius, a citizen of the 
United States 

A copy of the contract, with amendments to date, is enclosed 

Very truly yours, 


A. J. WALSH, Commissioner 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., November 27, 1953 
Mr. JeroMe 8. ADLERMAN, 
Counsel, Minerals, Materials, and Fuels Hconomic Subcommittee, 
Committce on Interior and Insular Affairs, 
United States Senate, Washington 25, D.C. 


Dear Mr. ADLERMAN: In response to the request contained in your letter of 
November 18, addressed to Mr. Walsh, for certain additional information based 
on hearings held on October 15, 16, and 17, the followjng is submitted to cover 
the item referred to as October 16, 1953, page 329: Statement on whether old 
pro ‘uction could be substituted for new on Guatemalan lead contract, 

This has reference to contract SCM-TS-12496 with the Compania Minera d 
Huehuetenango, S. A., which covered originally the delivery of 9,750 short tons 
of lead. This has since been reduced to 8,302 short tons of lead. 

In this contract, the contractor was given the right to ship lead refined fron 
bullion produced from ore mined in its mines in Guatemala from several re 
finery points At one time during the course of the contract, the contractor 
endeavored to interpret the contract so that he would have the right to deliver 
to the Government lead, which he would purchase on the open market, from on 
of the refinery points mentioned in the contract at the floor price set forth ir 
the contract While the original provisions of the contract may not have bee 
as clear as possible, under no interpretation of the terms thereof could it have 
been understood that under a development contract, such as this is, would the 
contractor be permitted to purchase lead from sources other than his production 
and deliver same to the Government, 

When the contractor was advised of the Government’s interpretation of the 
delivery provisions, the contractor accepted the Government's interpretatiot! 
and no further effort along these lines was attempted. The intent of the con 
tract was later clarified by an amendment. 

Very truly yours, 


T. V. WILDER, 


Acting Commissioner. 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. ¢ 


AMENDMENT No 5 to Contract No. SCM—TS-12496 BETWEEN THI UNITED STATES 
or AMERICA AND COMPANIA MINERA DE HUEHUETENANGO 58. A, 


rhe contract between the United States of America (hereinafter referred to 
s “the Government”) acting through the General Services Administration, 
Emergency Procurement Service, and Compania Minera de Huehuetenango, S. A 
hereinafter referred to as “the Contractor’), dated February 23, 1949, identi 
Contract Numb SCM-—TS-—12496 hich, together with any and all 
ter referred to as “the Contract’) is hereby furtl 





ARTICLE 1. Notwithstanding any other provision of the Contract, in the event 
the Contractor at any time during the remaining term of the Contract should 

termine that circumstances require the temporary or permanent suspension 
of operations by the Contr: of the smelter located at Villa Linda, Huehue 
tenango, Guatemala, C. A ich the Contractor has installed, constructed, owns 
» of smelting lead ore mined by the Contractor in 
, or smelting concentrates derived from such ore, the 





and maintains for the } 
the Republic of Guatemal: 





Contractor shall have the ore mined by it in Guatemala reduced into concentrates 
such concentrate shall be processed in the Republic of Mexico into refined 
ead meeting the specifications of common desilverized lead, Grade A, or cor 
roding lead and conforming to the requirements of the latest revision of A. 3 
r. M. Specification B-29. In such event the refined lead shall be shipped to the 
Government from Tampico, Mexico, in accordance with the terms of Article 7 

1) of the Contract and title to such refined lead shall pass from the Contra 
to the Government in accordance with the terms of Article 11 (a) of 
Contract. 

ArTICcLE 2. The unit price of all refined lead delivered by the Contractor to 
the Government pursuant to this amendment shall be the New York price fi 
such refined lead (as the term “New York price” is defined in Article 1 (e) of 
the Contract) as of the date of delivery from Tampico, Mexico less $0.01435 
per pound, subject to the Government’s obligation under the Contract to pay a 
minimum price of $0.17565 per pound but no more than a maximum price of 
$0.20565 per pound. 

ARTICLE 3. Nothing contained in this amendment shall deprive the Contractor 
of its option to deliver to the Government at New York, N. Y., refined lead de 
rived or produced from ore mined by the Contractor in the Republic of Guate- 
mala in accordance with the terms of Article 3 (d) of the Contract. 

ARTICLE 4. The provisions of this amendment shall be effective as of the date 
of execution hereof by the Government and shall be applicable only to suc! 
periods of time during the remaining term of the Contract as the aft 
smelter of the Contractor may not be in operation. 

All terms, conditions and stipulations of the Contract not inconsistent with 
this amendment shall remain in full force and effect 

This amendment is entered into pursuant to the provisions of the Strategi 
and Critical Materials Stock Piling Act (60 Stat. 596). 

Acceptance by the Government: 


Lhe 


resaid 


UNITED STATES OF AMERICA, 
By C. F. Corzextus, President 
May 20, 1953. 


Acceptance by the Contractor: 


COMPANIA MINERA DE HUEHUETENANGO, S. A 
By C, F. Corzerius, President. 
MAy 20, 1953. 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 


AMENDMENT No, 4 T0 Contract No. SCM-TS—12496—NicKe. BETWEEN THE UNITED 
STATES OF AMERICA AND COMPANIA MINERA DE HUEHUTENANGO 8, A. 


The contract between the United States of America (hereinafter referred to as 
the “Government” acting through the General Services Administration, Emer 
gency Procurement Service, and the Compania Minera de Huehuetenango, dated 
February 28, 1949 (contract No. SCM—-TS-12496), as amended on September 15, 
1949, by Amendment No. 1, and on March 13, 1951, by Amendment No. 2, and on 
January 5, 1952, by Amendment No. 3, is hereby further amended as follows: 

Due to the fact that a strike is preventing delivery of lead in accordance with 
the provisions of the contract, the contract is hereby amended by changing the 
first sentence of article 7. DELIVERY b. to read: Delivery of the lead to be r 
fined by The American Metal Company, Limited, shall be made f. 0. b. cargo vessels 
at Prerto Barrios, Guatemala, or any other Port in Guatemala, provided that any 
additional cost to the Government, if any, of freight from such port to New York, 
N. Y., over freight from Puerto Barrios to New York, N. Y., shall be for the con 
tractor’s account 

All terms, conditions and stipulations of the contract, not inconsistent with 
this Amendment, shall remain in full force and effect 

his Amendment is entered into pursuant to the provisions of the Strategic 
and Critical Materials Stock Piling Act (60 Stat. 596). 

\eceptance by the Government: 

By H. C. Mautt, Jr., 
Director, Purchase Division 

\UGUST 27, 1952 

Acceptance by the Contractor: 

By C. F. Corzeiius, President 

AUGUST 27, 1952 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. @. 


AMENDMENT No. 3 TO CONTRACT No. SCM-—TS—12496 Between THe UNITED STATES 
or AMERICA AND COMPANIA MINERA DE HUEHUETENANGO, 8S. A 

The Contract between the United States of America (hereinafter referred to 
as the “Government”) acting through the Bureau of Federal Supply, I nited 
States Treasury Department (now the Emergency Procurement Service, General 
Services Administration) and Compania Minera de Huehuetenango, dated Febru 
ary 23, 1949 (Contract No. SCM-TS-12496), as amended on September 15, 1949, 
hy Amendment No. 1, and on March 13, 1951, by Amendment No. 2, is hereby 
further amended as follows: ; 

1. Due to the existence of force majeure conditions preventing performance 
under the Contract for the period of six months, an additional six months is 
hereby granted for performance of all of Contractor’s obligations with respect 


to delivery hereunder 


» The annual periods set forth in Article 9 hereof are also extended 

accordingly 5 5 é 
All terms, conditions, and stipulations of the Con 

this Amendment, shall remain in full force and effect. 


This Amendment is entered into pursuant to the provisions of the Strategic 
ind Critical Materials Stock Piling Act (60 Stat. 596) 


tract, not inconsistent with 


Ace eptance by the Government: 


H. C. Mavutz, Jr., 
Director, Purchase Division, 


Acceptance bv the Contractor: 


C. F. Corzevius, President. 





ic 


AMENDMENT No ro Contract No. SCM—TS-12496 Between THE UNITED STA 
OF AMERICA AND COMPANIA MINERA DE H1 HUI ANGO, S.A 

rhe Contract between the United States of America (hereinafter referred 
te s the “Government”’) aeting through the Bureau of Federal Supply, Unit 
States Treasury Department (now the Emergency Procurement Service, Gen 
Se ices Administration) and Compania Minera de Huehuetenango, dated I 
I vy 28. 1949 (Contract No. SCM—TS-—12496), as amended on September 105, 
1949, by Amendment No. 1, is hereby further amended as follows: 

] Article 3 (Source of Supply of Material) of the special Terms. Conditior 
and Specifications (Continuation Sheet No. 3) is hereby deleted in its entire 
and the following is substituted therefor: 

Source of Supply of Material: a. The material which the Contractor sha 
ae er to the Government pursuant to this contract shall be derived or pro 
duced from ore mined by the Contractor in t Republic of Guatemala 

Until such time as the Contractor shall have its own smelter in opera 
tion in Guatemala, the Contractor iv have the ore ned by it in Guatemala, 
or concentrates produced therefrom, processed in the Republie of Mexico into 
rt ed lead meeting the specifications of common desilverized lead, grade A, 
a onforming to the chemical requirements of the latest revision of A. S. T. M 
Specification B-29. In such event, the resulting lead shall be shipped to the 
Government from ‘T ipico, Mexico, in accordance with the terms of Articl 
7 i) hereinafter set forth 

ec. Upon commencement of operations of Contractor's own smelter in Guate 
I i. Contractor shall thereafter deliver to tl Government in accordance it 
the terms of Article 7 (b) 1 ifter set forth, lead bullion containing not les 
than 9S percent lead and not more than 2 percent silver and impurities, of which 
components bismuth shall not be esent in excess of 0.15 percent. Lead b on 
so delivered to the Government shall be refined by the American Metal Compar 
I ited, pursuant to complementat ontract No. SCM—TS—12798 between s i 
( pany and the Government from which will be produced lead meeting 
specifications of common desilverized lead, grade A, and conforming to ie 
chemical requirements of the latest revision of A. S. T. M. Specification B-—29 

d. Notwithstand y the provisions of s bpara raphs b and e above the Con 
t tor may, at its option, deliver t e Government at New York, N. Y., refined 
lead (derived or produced from ore mined by the Contractor in the Republi 
of Guatemala) meeting the specifications of common desilverized lead, grade A 
and conforming to the chemi requirements of the itest revision of A. S. T. M 
Specification B-29 In the event the Cont ctor should exercise the foregoing 
option, lead so desilvered shall he subjec » the same terms and conditik 
regarding price, sampling, analyzing, weighing nspect and assavit s 
herein set forth with respect to refined lead pped to the Government fri 
Tampico, Mexico.” 

2. Article 20 (Term of Contract) of the Speci Terms, Conditions. and Spe 
fications (Continuation Sheet No. 10) is. hereb eted ir s entire ind e 
following is substituted therefor: 

. Term of Contract This Contract shall be r term of five vea 
extending from August 23, 1949.” 

\ll ter conditions nd stip ions of t Contract, not inconsistent wit 
t \r ( nf nd eff 

This A nd p A ( ns of St 
ar (1 Materia St go A 60 Sta ( 

Acceptance by Gove! eI 

By H. C. M EE. 02 
ict D Or P ( dD ior 
Marcu 13, 1951. 
Acceptance by the Contractor 
4 President 
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(GFENERAL SERVICES ADMINISTRATION, 
BUREAU OF FEDERAL SUPPLY, 
Washinoton 25, D. ¢ 


AMENDMENT No. 1 TO Contract SCM—TS-12496 (LEAD) BETWEEN COMPANIA 
MINERA DE HUEHUETENANGO, S. A. AND GENERAL SERVICES ADMINISTRATION, 
BUREAU OF FEDERAL SUPPLY 


THIS AMENDMENT, entered into between the Compania Minera de Huehuetenago, 
S. A., Collejon de Dolores No. 2, Guatemala, C. A., herein after called the 
“contractor”, and the General Services Administration, Bureau of Federal Supply, 
hereinafter called the “Government” : 

WITNESSETH THAT: 

WHEREAS the contractor and the Government entered into contract SCM—TS 
12496, dated February 23, 1949, which, together with any and all amendments is 
hereinafter referred to as the “contract” ; and 

WHEREAS the contract provides for the furnishing of “Common Desilverized 
Lead—A” ; and 

WHEREAS the contractor desires to be allowed to also furnish a better grade 
known as corroding lead, at no change in the contract price ; and 

WHEREAS the contractor’s address is shown in the contract to be Collejon 
de Dolores No. 2, Guatemala City, Guatemala, C. A., but the contractor has 
since changed to 40 Ave. Sur No. 19—Altos No. 1, Apt. Postal No. 523, Guatemala 
Guatemala, C. A 

NOw, THEREFORE, it is agreed that: 

ARTICLE 1. This contract is amended to permit the contractor to furnish corrod- 
ing lead conforming with the requirements of American Society for Testing 
Materials Specification B-29, latest revision, as well as common desilverized 
lead “‘A” at the same contract price as for the latter. 

ARTICLE 2. The contract is further amended to change the contractor’s address 
to 40 Ave. Sur No. 19—Altos No. 1, Apt. Postal No. 523, Guatemala, Guatemala, 
C. A. 

ARTICLE 3. Pursuant to Public Law 152, 81st Congress, approved June 30, 1949, 
all references in the contract to the U. S. Treasury Department and to the 
Secretary of the Treasury, except as provided in Article 11 (a) of the General 
Conditions thereof, are hereby changed to the General Services Administration 
and the Administrator of General Services, respectively. 

ARTICLE 4. This amendment is in the best interests of the United States and 
does not affect the unit price originally provided for in the contract. All terms, 
conditions and stiupulations of the contract, not inconsistent herewith shall 
remain in full force and effect. This amendment is made pursuant to the 
provisions of the Act of July 23, 1946, Public Law 520, 79th Congress. 

Acceptance by the Gcevernment : 

J. W. FLATLEY, 
Deputy Director, Strategic and Critical Materials Branch 

SEPTEMBER 15, 1949. 

Acceptance by the Contractor: 

By C. F. Corzeuivs, President 


SEPTEMBER 12, 194%) 
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GENERAL CONDITIONS FOR STRATEGIC AND CRITICAL MATERIALS AND SERVICES 
CONTRACIS 


1. Offer and acceptance.—Offers are made on the basis that acceptance, within 
the time specified, of the offer to furnish any or all of the materials, supplies or 
services described therein shall constitute a contract between the cfferor and the 
United States Government, which will bind the offeror to furnish and deliver 
the materials, supplies or services for which his offer is accepted. 

2. Method of award.—Unless otherwise specified by the Government or by the 
offeror, the right is reserved to the Government to make one award on each 
subitem or item, or on a group of subitems or items, as may be in the best interest 
of the Government. The right is also reserved to the Government to reject any or 
all offers, to waive technical defects therein and to accept or reject any part of 
any offer. 
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3. Discount (a) If the contract is one for materials or supplies, time, in con 
nection with discount offered, will be computed from date of the delivery of the 
materials or supplies to carrier when final inspection and acceptance are at point 
of origin or foreign port of embarkation, or from date of delivery at destinatio 
when final inspection and acceptance are at this point, or from date correct b 
or voucher, properly certified by the contractor, is received if the latter date is 
later that the date of delivery. (b) If the contract is one for service, time, ir 
connection with discount offered, will be computed from date of receipt of correct 
bill or youcher, properly certified by the contractor, covering the service rendered 
and after performance of such service and acceptance thereof by the Government 

1. Time of delivery.—The materials, supplies or services described in the con 
tract shall be delivered within the time provided for in the schedule of deliveries 

5. Minimum order; aweight Unless otherwise indicated, as for example, by 
minimum percentage chemical content, packing requirements, lot sizes, or state 
ment of a minimum order limitation, the unit shown for each item determines 
the smallest quantity which a contractor will be required to deliver. Where the 
unit shown is a measure of weight, such weight is understood to be net unless 
otherwise stated 

6. Oral modifications.—No oral statement of any person shall be allowed in any 
manner to modify or otherwise affect the terms of the offer, specifications or 
contract, 

7. Inspection and test (a) All material and workmanship shall be subject t 
inspection and test at all times and places and, when practicable, during manu 
facture. In case any materials, supplies or services are found to be defective it 
quality, composition, or workmanship, or otherwise not in conformity with the 
specifications, the Government shall have the right to reject such materials 
supplies or services, or to require their correction or replacement, or to accept 
them at a proper reduction in price. Rejected materials, supplies or services 
shall be removed by and at the expense of the contractor promptly upon request 
The contractor shall be liable to the Government for any cost of removal, correc 
tion or replacement resulting from failure to do so as required 

(b) If preliminary or final inspection or test is made on the premises of the 
contractor or subcontractor the contractor shall furnish or arrange to furnish 


without additional charge, all reasonable facilities and assistance. Inspection 
and tests shall be performed by the Government in such manner as not to unduly 
delav the work. Special and performance tests shall be made as described in the 
specifications The Government reserves the right to charge the contractor f 


any additional cost of inspection or test when materials, supplies or services are 
not ready at the time inspection or test is requested by the contractor 

(c) Final inspection and acceptance of the materials, supplies and services 
will be made after delivery, unless otherwise stated. If final inspection is made 
at a point other than the premises of the contractor or subcontractor it shall be 
at the expense of the Government except for the value of tested samples used and 
rejected. Final inspection shall be conclusive except as to latent defects, fraud 
or gross mistake Final inspection and acceptance or rejection of materials 
supplies or services shall be made as promptly as practicable but failure so to 
inspect and accept or reject materials, supplies or services shall not impose 
liability on the Government for materials, supplies or services which do n 
conform to the specifications 

y 





Responsibility for materials and supplies The contractor shall be respor 
sible for materials and supplies covered by the contract until delivered at the 


designated point, regardless of the point of inspection, and the contractor shal 





bear »ll risks as to rejected materials and supplies after notice of rejection 

9, Variance in quantity.—Unless otherwise specified anv variation in fl 
quantities ivered under the contract, not exceeding 10%, will be accepted, wl 
caused by conditions of loading, shipping, packing or allowance in manufactul 


processes 

10. Assianment of payments If this contract nrovides for the payment in the 
aggregate of $1.000.00 or more, then all moneys due or to hecome due thereunder 
may be assigned by the contractor to a bank, trust company or other financing 


institution, including any Federal lending agency, in accordance with the pr 
visions of the Assignment of Claims Act of 1940 (54 Stat. 1029, 31 U. 8S. C. 20° 
41 U. S. C. 15.) 

11. Federal tares (a) The prices offered herein shall be deemed to include 
any Federal taxes imposed by the Congress which on the date of this offer are 
applicable to the materials, supplies or services, or components thereof, offered 
If (1) after the date of this offer (A) the Congress shall impose any tax, or (B) 





_ 


~~ 
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chull increase any then existing tax, or (C) the Bureau of Internal Revenue 


shall rule that a tax theretofore imposed is applicable and the contractor at the 
= time of making his offer reasonably believed that the tax was not applicable, 
¥ ith respect to the production, processing, manutacturing, holding, importation 


sale of any materials, supplies or services, or components thereof, covered by 
s offer, and (2) the contractor is required by operation of law or by specific 
ntractual obligation to pay such tax or bear its burden, then upon proper appli- 
f ition and proof thereof by the contractor, the quoted prices ol the materials, 
> supplies or services concerned shall be correspondingly increased. If by oper- 
on of law or otherwise, including any action by the Secretary of the Treasury 
er Section B07 (c) of the Revenue Act of 1943, the contractor is relieved in 


wes whole or in part from the payment of any tax deemed included in the quoted 
, : rices, or from bearing its burden, the quoted prices shall be correspondingly 
ba reduced. Invoices or vouchers covering any increase or reduction in price in 
| accordance with this subparagraph (a) shall state the amount thereof as a 
“—" separate added or ded icted item. ; 
e ') As to any Federal tax included in the quoted prices or otherwise author- 
a zed to be added to those prices in accordance with subparagraph (a) hereof, the 
; ontractor waives, releases and assigns to the United States any and all right, 
ms e and interest of the contractor in and to any refund of or credit for such tax 
- pon or by reason of the exportation of any materials or supplies furnished under 
contract and agrees to assist the Government, if required to do so, in obtain- 
ing refund, credit or exemption as to such tax 
s 12. Defaults If the contractor refuses or fails to make deliveries of materials, 
‘he pplies or services conforming to the specifications within the time specified or 
ie ny extension thereof, or to perform faithfully any conditions of the contract, the 
‘pt tracting officer, without prejudice to other richts resulting from breach of the 
ntract conditions, may by written notice terminate the right of the contractor 
es 


to proceed with any or all remaining deliveries under the ec ntract or, in the event 


blie necessity requires the acceptance of materials, supplies or services not 





ss . . ‘of . - 
onforming to the specifications, payment therefor may be made at a proper 
reduction in price. 
: In the event of any such termination, the Government may obtain similar 


iterials, supplies or services elsewhere and the contractor and his sureties 


f any, shall be liable to the Government for any excess costs occasioned the 





















Government thereby: provided, that the contractor shall not be charged th 
: ny excess costs occasioned the Government thereby (1) when the failure of the 
< ontractor in making suitable deliveries is due to unforseeable causes hevond 
ut his control and without his fault or negligence, i1 iding but not restricted to, 
cts of God or of the public enemy, acts of the Government, fires, floods, 
ae epidemics, quarantine restrictions, strikes, freight, embargoes, unusually 
ty ere weather, and delavs and failures of a subcontractor due to anv such 
we unless the contracting officer shall determine that the materials, sup- 
nd ies or services to be furnisher under the sub ntract are procivable 1 ins 
ac n market and (2) if the contractor shall notify the contracting officer in 
ing of the cause of anv su failure within n davs from the beginning 
~ ereof or witl such further per‘od as the contracting officer may grant prior 
= » the date of final ement of the eontract The contracting office < ll 
: n ascertain the f: and extent of failure and his findings of fact sl be 
shed the contractor and shall be final and co usive on the nartie hereto 
yy bject onlv to appeal within thirty (30) vs } the eontractor to the Sex 
me tay of the Treasury or his dul Ww road oy sentative whose de on 
= such appeal as to the facts of failure shall be final and conelusive on the 
. ties hereto 
is Corenant against contingent fees The contractor warrants that he has 
1t employed any person to solicit or secure this contract upon any agreement for 
commission, percentage, brokerage or contingent fee Breach of this war- 
inty shall give the Government the right to annul the contract or, i ts dis 
retion, to deduct from the contract price or consideration the amount of 
eT such comm /'ssion. perce tave. brokerage or contingent fee rhis warranty shall 
s apply to commissions payable by contracto | contracts or sales secured 
a. r made through bona fide established commercial or selling agencies maint ied 
7 by the contractor for the purpose of securing business 
: 14. Benefit to congressional off tis No member of or delegate to Congress 
ie or resident commissioner shall be admitted to any share or part of this « tract 
- or to any benefit that may arise therefrom unless it be with a corporation for 
. ts general benefit 
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15. Disputes.—Except as otherwise specifically provided in this contract a} 
questions of fact involved in disputes arising under the contract shall by 
decided by the contracting officer, subject to written appeal by the contract 
within thirty (30) days to the Secretary of the Treasury or his duly authoriz 
representative, whose decision shall be final and conclusive upon the part 
hereto. In the meantime the contractor shall diligently proceed = w 
performance 

16 Domestic origin Unless otherwise specified by the offeror, it is unde 
stood and agreed that only such untnanufactured articles, materials, and supplies 
as have been mined or produced in the United States, and only such manu 
factured articles, materials, and supplies as have been manufactured in the 
United States substantially all from articles, materials, or supplies mine 
produced or manufacturer, as the case may be, in the United States, shall b 
delivered pursuant to the contract. 

17. Definitions (a) The term “Government” as used herein shall mean the 
United States of America (b) The term “Secretary of the Treasury” as ust 
herein shall include any Under or Assistant Secretary of the Treasury, and the 
term “his duly authorized representative” shall mean any person authorized 
to act for him other than the contracting officer (c) The term “contracting 
officer’ as used herein shall mean the official of the Bureau of Federal Supply 
executing this contract in behalf of the United States of America and sha 
include his duly appointed successor or his authorized representative. 

(The following Conditions 18 through 22 shall not apply to any work or 
services performed under the contract outside the United States or in conne 
tion with the mining, producing, processing, manufacturing, or acquisition 
outside of the United States of any materials or supplies to be delivered under 
this contract.) 

18. Offers of former Government property.—There is no law against selling 
back to the Government former Government surplus property, but the Bureau 
of Federal Supply wants to know if it is buying such surplus. Accordingly, in sub 
mission of the offer herein, the offeror warrants, to the best of his knowledge 
information, and belief, that except as otherwise expressly stated in the offer 
none of the items or their components covered by the offer have been or will be 
acquired either directly or indirectly from any activity or agency of the Unite: 
States Government or from any Government-owned corporation. Branch of 
this warranty shall give the Government the right to terminate the right of the 
contractor to proceed with any or all further deliveries under the contract 
19. Patents.—The contractor shall hold and save the Government, its officers 
gents, and employees harmless from liability of any kind, including costs and 
expenses on account of any patented or unpatented invention, article, device, 
or appl'ance manufactured or used in the performance of the contract, including 
use by the Government, 

20 intidiscrimination.—The contractor, in performing the work required by 
this contract, shall not discriminate against any employee or applicant for 
emp'oyment because of race, creed, color, or national origin The contractor 
shall inelude in all subcontracts a provision imposing a like obligation on 


subcontractors 





21 Walsh-Healey Public Contracts Act.—The representations and stipulations 
pursuant to the Walsh-Healev Public Contracts Act (49 Stat. 2086, as amended 
41 U. S. C. 85-45) as set forth in Regulation No, 504, as amended. of the S°cre 
tary of Labor under that Act, are hereby made a part of this contract unless 
the contract is for a definite amount not in excess of $10,000 or is not one for 
the manufacture or furnishing of materials, supplies, articles or equipment 
(Note The contractor's attention is directed to the possibility that wage deter 
minations may have been made under the Walsh-Healy Publie Contracts <A: 
providing minimum wages for employees engaged in the manufacture ft 
sale to the Government of the materials or supplies covered by this contrat 
Information in this connection as well as general requirements of the Act cor 
cerning overtime payment, child labor, safety and health provisions, ete. may 
be obta‘ned from the Wage and Hour Public Contracts Division, Department of 
Labor, Washington 25, D. C.) 

2°. Hiaht-hour law; convict labor.—If the contract is for services. the follow 
ing eenditions apply; (a) No labor or mechanic doing any part of the work con 
templated by this contract, in the employ of the contractor or any subcontractor 
contracting for any part of said work, shal! be required or permitted to work 
more than eight hours in anv one calendar day upon such work at the site 
thereof, except upon the condition that compensation is paid to such laborer or 





lx 
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mechanic in accordance with the provisions of this article The wages of 
every laborer and mechanic employed by the contractor or any subcontractor 
engaged in the performance of this contract shall be computed on a bas da 

rate of eight hours per day and work in excess of eight hours per day is per 

mitted only upon the condition that every such laborer ar mechanic shall be 
compensated for all hours worked in excess of eight hours per day at not 
ess than one and one-half times the basic rate of pay For each violation of 
requirements of this article a penalty of $5.00 shall be imposed upon the con 


ractor for each laborer or mechanic for every calendar day which such em- 





ployee is required or permitted to labor more than eight hours upon said work 
without receiving compensation computed in ace di e with this article, and 
all penalties thus imposed shall be withheld for the use and benefit of the 
Government: provided, that this stipulation shall be subject in all respects to 
the exceptions and provisions of United States Code Title 40, sections 321, 
out 25, 325 (a) and 326, relating to hours of ibor and cOmpensation for 


overtime, 
b) In the performance of this contract the cont tor shall not employ an 
tence of imprisonment at hard labor 





person undergoing sen 


SPBHCTA TERMS, CONDITIONS L\ND SPECIFICATIONS 


Clauses 2, 3, 7, 9, 12 and 15 through 22 inclusive, as printed on the back of 
Form TS-SCM 1—May 10, 1948, are hereby deleted and superseded by the fol 


lowing clauses 

1. Definitions a. The term “Contractor” as used herein shall mean the 
Compania Minera de Huehuetenango, S. A. 

b. The term “Government” as used herein shall mean the United States of 
America, Treasury Department, Bureau of Federal Supply, Strategic and Cri 
Materials Branch, 

ec. The term “Secretary of the 
Under or Assistant Secretary of the Treasury of the United States of America 








as uesd herein shall include any 





and the term “his duly authorized representative” shall mean any person author 
ized to act for the Secretary of the Treasury other than the Contracting Office 

d. The tern Contracting Officer’ as used herein shall mean the fficia 
of the Bureau of Federal Supply executing this contract in behalf f he 
United States of America and shall include his duly appointed successor ot 


his authorized representative 

e. The term “Ne York price” is used herein means the avera pr ror 
lead at New York, N. Y., U. S. A., for the calendar week in whi said lead 
(or lead bullion) is loaded (0 shipped) at pe int of delivery as such price is 











reflected by quotations appearing in the Engineering and Mining Journal, Metal 
and Minerals Markets, a monthly publication by McGraw-Hill Publishing Com 
pany, Inc., New York, N. Y., or the weekly supplement thereof, or as quoted 
in the suecessor to such publication if any there should be during the time of 
this contract If the said E & M J or its successor should cease to carry such 
quotations during the term of this contract by reason of discontinuing publica 
tion or otherwise, then said “New York price shall be determined from the best 
information available in the industry 

lhe term ‘‘ton” wherever used herin shall mean 2,000 pounds, each pound 
of 16 ounces, avoirdupois 

g. The term A. S. T. M.” as used hereil hall mean the American Society 
for Testing Materials 

2. Disputes Articl 1D of th General ¢ nd ) f this contract i neen 
deleted in its entirety pr to the ex , ‘ mntract and t f y 
clause is substituted therefor 

Except as otherwise specifically provided in this contract, all que ) of 
fact involved in disputes arising under the contract shall be decide I the 
Contracting Officer, whose decision shall be in the form of written findings 
of fact. Whenever a contractor is aggrieved by such decision, he ma it his 
election: 

(1) Within thirty (30) days from the date of mailing or otherwise fu 
nishing a copy of such Findings to the cont appeal in writing to the 
Secretary of the Treasury, or his duly authorized representative, whose de 
sion shall be final and conclusive upon the parties hereto: or 


(2) Pursue any rights that he may have against the United States at lai 
In the meantime, the contractor shall diligently proceed with performance 


of the contract 
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3. Source of supply of material.—a. Until such time as the contractor shall 
have his own smelter in operation in Guatemala the contractor shall have the 
right to deliver refined lead meeting the specifications of Common Desilverized 
Lead, Grade A, and conforming to the chemincal requirements of Sepcifica- 
tion B-29, of the A. S. T. M., latest revision which lead is to be refined in, and 
shipped from Tampico, Mexico. 

b. When the contractor has his smelter in operation in Guatemala he shall 
furnish lead bullion which shall contain not less than 98 percent lead and not 
more than 2 percent silver and impurities, of which components bismuth shall 
not be present in excess of 0.15 percent, which lead shall be refined by The 
\merican Metal Company, Limited, to conform to the requirements of the above 
mentioned Specification, in accordance with complementary contract SCM-TS 
12798 entered into between the said The American Metal Company, Limited, 
and the Government. 

ec. Notwithstanding thet stipulations of the two preceding paragraphs of this 
special condition 3, the contractor may, at his option, deliver to the Government 
at New York, N. Y., common desilverized lead, Grade A, conforming to the 
chemical requirements of Specifications B—29 of the American Society for Testing 
Materials, latest revision, which lead shall also be subject to the same terms 
and conditions regarding pricing, sampling and analyzing as other lead shipped 
from Tampico, Mexico, and credited to the total obligation of the contractor 
under this contract. 

4. Quantity.—a. The quantity of lead to be furnished shall be a minimum and 
a maximum of 19,500,000 pounds (9,750 tons). 

b. However, the Government shall have the election to buy and the contractor 
shall have the election to sell to the Government up to 36,000 tons of lead upon 
the same terms and conditions as are herein set forth, it being understood that 
the Government is not bound to buy such lead except at its option and the 
contractor is not bound to sell such lead except at his option, provided that 
such options shall be acted upon by July 31, 1949. 

5. Quality.—In addition to the chemical requirements referred to above, the 
physical requirements of the lead to be furnished under this contract shall 
conform to the following: All material shall be in pig form. Pigs may be of 
any size and shape usual with the producer, but all pigs in any given lot shall 
be of the same nominal size and shape. Pigs shall have clean surfaces, free 
from dirt, slag, or foreign material 

6. Price.—a. The unit price of the lead shipped from Tampico, Mexico, shall 
be the New York price as of the date of delivery at the point of delivery herein 
provided, less $0.00435 a pound, subject to escalation with $0.17565 a pound 
as the “floor” and $0.20565 a pound as the “ceiling”. 

b. The unit price of the lead refined by The American Metal Company, 
Limited, shall be the New York price as of the date of delivery at the point of 
delivery herein provided, less $0.00658 a pound, and also less the actual costs of 
assay of the lead bullion, lighterage, stevedoring, weighing, refining and penalties 
incurred by the Government in connection with the refining, subject to escalation 
with $0.17342 a pound as the “floor” and $0.20542 a pound as the “ceiling”. There 

1 


shall also be deducted from the price to be paid, the transportation ¢ 














€ 


sts of 
the silver content in the lead bullion when same has been determined 
c. In the event such unit price shall fall below 80.17565 or $0.17342 or exceed 


$0.20565 or $0.20842 per pound, delivery shall nevertheless continue under the 


contract, but payment shall be at said floor or ceiling price, as the case may be 

7. Delivery.—a. The lead shipped from Tampico, Mexico, by the contractor 
hereunder shall be consigned to the contractor or contractor’s order at New 
York, N. Y. Immediately upon departure of the vessel from Mexican territorial 
waters the bill o ading shall be endorsed and transferred to the Government 
All costs of handling, transportation and delivery f. 0. b. cargo vessel shall be 


borne by the contractor 





b. Delivery of the lead to be refined by The American Metal Company, Lim 
ited, shall be made f. o. b. cargo vessels at Puerto Barrios, Guatemala All 
costs of handling, transportation and delivering f. o. b. vessel at the foreign 


port shall be for the contractor’s account. The contractor shall without expense 


to the Government obtain clean on-board ocean bills of ladin 


g designating the 
Government as consignee, together with any other documents and clearance 
papers necessary to transport said lead and shall deliver such documents to 
the Government or its agent in accordance with Government instructions. The 
ocean bills of lading shall be signed by the Captain or Master of the vessel 
or his duly authorized representative. 
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c. In the eve of an emerge v, or if for any n the Governmen 
i nadvisable to ship by cargo vessel the « ra r shall delivet e lead 
f b. railwa irs at San Felipe, Guatema ( \ yn the speci ins ! 
of e Govel ent. in which event such delivery shall constitute full co nee 
with contractor's obligation for delivery Costs of handling, transportati 1 
delivery o. b. railway cars shall be for « ctor ccount rhe 1 s 
used shall be clean and sount 
S. Insuran by direction of the Governme! no surance is desire oO! 
required beyond loading to ships or on rail cars at point of delivery 
4 Schedu'e of delivertes a. During the five-year term of the ontract, tl 
contractor shall delive not less than the minimum nor more tha the maxXimun 
tonnage (averaged over euch annual period) indicated belo 
A l 7 
} 
| 
] YW 
l 
b. However, in the event of the exercise of the option referred to in Article 4 


ar iantity” hereof, the schedule of deliveries shall be revised as follows: 


4 
I 
7} 
Fou 
Fift 2 
lot 2 0 
10. Permissible deliveries.—a. As to lead bullion if, during any annual period 


4 l 


the contractor shall fail to deliver the ons above provided for such 
annual period, the contractor shall be permitted to make up such deficiency at 





any time during the next succeeding annual period, but in no event after the 
expiration of the 5 year term of this contract It is further agreed that the 
contractor may deliver at delivery point above specified at any time and from 
time to time during the term hereof any quantity in excess of the maximum 
tonnage for the particular annual period, which excess deliveries shall be cre 
ited first against deficiency, if any, in maximum tonnage deliveries for precedin 
annual period, and second against total maximum deliveries for the next su 
ceeding annual periods in order; provided, however, that in no event shall the 
contractor be permitted to deliver a total of more than the maximum quantity, as 
described above, under the contract except by amendment to the contract 

b. In the event the Contractor shall fail to deliver the maximum tonnage 


provided for during any annual period and shall fail to make up any such de 
ficiency within the next annual period, ther t the expiration of sa next 
annual period the Government, at its option, may reduce the total maximum 
tonnage which the Contractor may deliver under the terms of the con et by 


the amount of such deficiency not made up during the said next annual period 
ll. Transfer of titlh a. Title to the Common Desilverize Lead, Grade A 
shall pass to the Government f. o. b. cargo vessels immediately after clearing 
Mexican territorial waters outside the harbor of Tampico, Mexico, and prior to 
entry into the United States of America. 
b. Title to the lead bullion delivered in pig form shall pass to the Government 
o. b. cargo vessel or railway cars, as the case may be, at point of delivery 
above specified. 


f 
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c. Title to the silver contained in the bullion pigs shall be reserved to and 
remain in the contractor or contractor’s vendee. The Government shall not be 
responsible in any way for said silver 

12. Sampling, analyzing, weighing, inspecting, and assaying.—a. Upon arrival 
of the common desilverized lead and receipt thereof by the Government at New 
York, N. Y., sampling and analyzing for metal content and examination of physica! 
condition shall be in accordance with Specification B-29 of the American Society 
for Testing Materials. Sampling and examination of physical conditions shall 
be performed by a Government designated sampler. Sampling shall be done either 
by the Government, or Government designated commercial sampler agreeable to 
the contractor. The properly mixed and quartered sample shall be separated into 
three parts, each of which shall be placed in a sealed package, one for the con 
tractor and two for the Government; one of the latter shall be analyzed by the 
Government designated analyst, the other retained for use as an umpire sample 
if necessary. 

b. Refiner’s certified weights will govern for the purpose of payment for the 
common desilverized lead, and said weights shall be subject to check weighing by 
certified public weighers in the United States. Cost of check weighing shall be 
for the Government's account 

c. The Government shall reject all lead referred to in the preceding paragraph 
which does not comply with contract requirements, and it shall be reimbursed 
by the contractor for all costs incurred by the Government in connection with re 
jected material, but such rejections shall not be cause for cancellation hereof 
or any part hereof, and the contractor shall replace all material rejected with 
materiai meeting the contract specifications 

d. As soon as practicable after arrival of the lead bullion in the New York 
area same shall be sampled and weighed at the plant of the United States Metals 
Refining Company, Carteret, N. J. Sampling shall be performed by The American 
Metal Company, Limited, or its agent, for the contractor. The properly mixed 
ind quartered sample shall be separated into three parts, each of which shall 
be placed in a sealed package, one for the contractor and two for the Government 





the other retained for use as an umpire sample if necessary. If the assays of 
the two parties differ by more than certain limits, i. e., 50% Pb, .50 oz. Ag per ton 
and .05% Bi, then the reserve sample shall be sent to a mutually agreeable 


commercial sampler as umpire, and the middle of the three assays shall govern 
The cost of the umpire shall be paid by the party against whom the determination 
is made 

e. Weighing of the bullion shall be performed by The American Metal Com 
pany, Limited, or its agent, for the contractor, in the presence of the Bureau of 
Federal Supply Inspector, or in his absence, in the presence of another Government 
representative designated by the said Bureau, and the Inspector, or representa 
tive shall certify to the weights obtained. Cost of weighing, if any, shall be for 
the contractor’s account 

3. Payment.—a. Payment of 75% of the purchase price for the Common 
Desilverized Lead purchased hereunder and delivered f. 0. b. cargo vessel Tampico, 
Mexico, shall be made by the Government to the contractor, net U. S. currency, 
within ten days after receipt by the Government of the contractor’s invoices 
(showing marks, pieces and weights) accompanied by the contractor’s certified 
weight certificates and clean on-board ocean bills of lading representing the 
shipment duly endorsed to the Government. The balance of 25% of the purchase 
shown on the aforesaid invoice of the contractor shall be paid by the Government 
to the contractor promptly after inspection and analysis as provided for above 
n Article 12 of these special conditions. In the event such inspection and analysis 
discloses that the material so delivered fails to comply with the contract’s specifi 
cations, the aforesaid balance of 25% of the purchase price will be withheld by 
the Government until such defective material has been replaced by the contractor. 
In the event of loss or damage to said lead after delivery under the contract, and 
before arrival and inspection in the United States, on proof of loss the Government 
shall pay immediately to the contractor, the remaining 25% balance due on the 
purchase price of such shipment 

b. Payment of 75% of the purchase price of the lead bullion, as determined 
according to the provisions of Article 6.b. hereof, for the said lead purchased 
hereunder and delivered f. 0. b. cargo vessels at Puerto Barrios, Guatemala, shall 
be made by the Government to the contractor, net U. S. currency, within ten days 
after receipt by the Government of the contractor's invoices (showing marks, 
pieces and weights) accompanied by the contractor's certified weight certificates 
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i clean on-board ocean bills of lading or railroad bills of lading as the case may 
representing such lead, duly endorsed to the Government. The balance of 
% of the purchase shown on the aforesaid invoice of the contractor shall be 
d by the Government to the contractor promptly after the accounting between 
he Government and The American Metal Company, Limited, as provided in the 
mplementary contract referred to in Article 3.b. hereof. In the event the inspec- 
u and assay referred to in Article 12.c. above disclosed that the lead so delivered 
iils to comply with contract specifications, the aforesaid balance of 25% of the 
irchase price will be withheld by the Government until such defective lead has 
en replaced by the contractor. In the event of loss or damage to said lead, after 
elivery under the contract, and before arrival and inspection in the United States 
n proof of loss, the Government shall pay immediately to the contractor the 
aining 25% balance due on the purchase price of such shipment, which 
yment shall be in full settlement of the Government's liability with respect to 
particular shipment. 
14. Tagves and charges.—a. All Guatemalan and/or Mexican taxes, general or 
al, now or hereafter imposed, in respect to the material sold hereunder or the 
oduction, extraction, processing, sale, exportation, proceeds or value thereof, 
hall be for the account of the contractor 
b. The Government of the United States will arrange for customs entry of the 
ial into the United States ard all United States import taxes or duties, 
iny, Shall be for the account of the Government 
1. Warranty.—The contractor warrants that the material sold hereunder 
1 be free and clear of all claims of third parties The contractor shall 
demnify, hold harmless and defend the Government against all claims and 
nands with respect to such material. 
6. Default or force majeure a. Except as hereinafter provided in subpara 
h “B” of this Condition, in the event the contractor refuses or fails to 
ke deliveries of the material conforming to the specifications within the time 
cified or any extension thereof, or to perform faithfi any conditions of 
f 
{ 





contract, the contracting officer shall give the contractor written notice 
default claimed and unless contractor, within ninety days after receij 


such notice at contractor's address given herein, shall have remedied any suc 


¢ 


il 
It, the contracting officer without prejudice to other rights resulting from 
ich of the contract conditions, may terminate the right of the contractor 
proceed with any or all remaining deliveries under the contract, by givin 
tractor written notice to such effect within thirty days after expiration o 
e last mentioned 90-day period 
b. In the event of any strike, lock-out, difference of workmen, accidents, fire, 
xplosion, floods, mobilization, war (whether declared or undeclared), act of 
ny belligerent in any such war, riot, rebellion, revolution, blockade; require 
ts, regulation, restriction, or other act of any government, whether legal 
otherwise; the elements, power shortages, failure or lack of transportation, 
iny other cause beyond the reasonable control of the contractor, whether or 
t of the nature or character hereinbefore specifically enumerated, which delays 
r interferes with the performance of the contract, performance under the con- 
ract shall be suspended in whole or in part until such cause ceases to exist 
thereafter the time for fulfillment of the contract shall be extended by the 
ngth of time during which such cause prevented performance under the con 
act; provided, however, that nothing in this paragraph 16.b. shall extend the 
erm of the contract for more than two years beyond the expiration date of the 
th annual period mentioned in Article 9 of these special conditions and all 
ntities of material remaining undelivered at said extended date shall be 
tomatically cancelled without liability to either party 


ill 


Td 
A 





Unless the contractor shall furnish the Government with written notice 
the nature and extent of any force majeure condition referred to 
ph “b” hereof which is claimed to exist, within a reasonable time 
appening thereof, the terms and conditions of said paragraph “b” shal 
ecome operative with respect thereto 
7. Notices All notices and communications required in connection with the 
ract shall either be in writing or by telegraph I if intended r the 


ernment shall be sent to it at 7th & D Streets, SW., Washington 25. 1). C., 
lif intended for the contractor shall be sent to it at Collejon de Delores No. 2, 
latemala City, Guatemala, C. A., or to such other address 


eafter specify to the other in writin 


as either party 
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18. Certification of invoices —Each invoice shall have printed, stamped 
typed thereon the following certification, to be signed by the contractor’s d 
authorized representative with his title indicated: 


“I certify that the above bill is correct and just; that payment theref 


has not been received; that all conditions of purchase applicable to 
transaction have been complied with, and that the material covered 
this invoice is of origin.” 


19. Distribution of documents Documents shall be distributed in accordat | 
with the attached form headed “Distribution of Documents” which is made 4 
part hereof 

-0. T'erm of contract This contract shall be for a term of five years extend 
ing from the date of execution thereof by the Government. 


DISTRIBUTION OF DOCUMENTS ON MATERIALS 


The Contractor shall furnish documents in the quantities specified, and 
distribution as follows: 

A. To be mailed to the Deputy Director, Fiscal Branch, Room 6101, Bureau 
of Federal Supply, U. S. Treasury Department, 7th & D Streets 8S. W., Washing 
ton 25, D. C. 

lL. Original and two (2) copies of properly certified invoice. 

2. Two (2) certified copies of weight certificates when required by 
contract In the event weighing is done by another contractor at the ¢ 
pense of the U. 8S. Government, furnish two (2) additional certified copies 


Other documents as required by this contract or otherwise requested 
by specific shipping instructions. 

Lb. To be mailed to Chief, Storage and Transportation Division, Room 3028 
Strategic and Critical Materials Branch, Bureau of Federal Supply, U. S. Treas 
ury Department, 7th & ID Streets, S. W.,. Washington 25, D. C. 

l. Two (2) certified copies of weight certificates 
2. When delivery terms are F. O. B. Vessel, or F,. A. S. a foreign port 
C. I. F.. F. O. B. dock or cars, a United States Port, two (2) Ocean Bills 
of Lading, or in lieu thereof, two copies of carrier's certificate; and t 





(2) copies of Consular’s or Commercial Invoice 


3. Other documents as requested by specific shipping instructions 
C. When Custom Entry is made through the Port of New York, mail or delive 
to Treasury Department, Bureau of Federal Supply, Storage and Transportation 
Division, 50 Varick Street, New York 7, N. Y., for each shipment 
1. One (1) original Ocean Bill of Lading or in lieu thereof a carrier's 
certiicate 
2. Two (2) copies consular or commercial invoice. 
3. Three (3) copies of certified weight certificates when required by the 
contract 
Note: Compliance with section C reduces the requirements of section B-1 
and B-2 from two (2) copies to one (1) copy of the documents. 
D. To be mailed to the storage depot indicated in the shipping instructions 
issued by the Storage and Transportation Division. 
1. When certified weight certificates are required by the terms of the con 
tract, such certificates must be obtained as quickly as possible and one (1) 
copy mailed in sufficient time to be received at the storage depet before the 
arrival of the shipment. 


DISTRIB ION OF DOCUMENTS FOR MATERIALS OI MEXICAN AND CANADIAN ORIGIN 


Che Contractor shall furnish documents in the quantities specified and make 
distribution as follows: 

\. To be mailed to the Deputy Director, Fiscal Branch, Bureau of Federal 
Supply, U. S. Treasury Department, 7th & D Streets, S. W., Washington 2: 
Dp. C 


1. Original and two (2) copies of properly eertified invoice. 
2. Two (2) Certified copies of weight certificates prepared as required 
in this contract. 

Other documents as required by this contract or otherwise requested 


by specific shipping instructions 
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B. To be mailed to Chief, Storage and Transportation Division, Strategie and 


Critical Materials Branch, Bureau of Federal Supply, U. S. Treasury Depart 
ith & D Streets, S. W., Washington 25, D. ¢ 
1. On (1) certified copy f weight certificate 
2. Two (2) emo copies of Government or Commercial Bill of Lading 
Other documents as requested by specific shipping instructions 
( ro be mailed to the Collector of Customs at the United States Port of 
} thre vhich mat il is to be entered and ported into this cou 
\ ss is furt d with shipping instructions, ) 
lL. One 1) memo copy of Government or Commercial B of La gy 
2. One (1) copy of Commercial Invoice 
DD. To be mailed to the storage depot indicated in the shipping instr 
ssued by the Storage and Transportation Division 


1. One (1) certified copy of weight certificate 
2. Other documents as requested by specific shipping instructions 

Senator Martone. Also, we would like to have you say, if you know, 
who the top officials of these companies are. 

Mr. Watsn. Yes, sir. 7 

Senator Matone. That will be in your statement. 

Mr. Watsu. Yes, sir. 

Senator Martone. That will be in your statement. And their 
addresses, of course. 

Mr. Wausu. Yes, sir. 

Senator Matonge. Now, go right on. 

Mr. WatsH. Zine. There is one open contract. 

Senator Matoner. This is only one for lead ? 

Mr. Wausu. Yes, sir, and that is all the lead there is. 

Senator Matonr. That is the only foreign lead contract ? 

Mr. Wausu. That is the only lead contract for the stockpile that 
IS how open. 

Senator Matonr. Do you have any contracts made up under con 
ditions that the lead night fo to priy ite indu cry ¢ 
Mr. Watsu. Not under stockpile, sir. 

Mr. ApLERMAN. I would like to call attention to the contract num 
r GSOPD12194, between DMPA and the same company. 

Mr. Watsn. That is nota stockpile contra: t. 

Mr. ApLERMAN. But it is with the same company. 

Mr. Watusu. Yes, sir. We will get to that later 

There is the contract SCM371. 

Senator Matone. This is lead ? 

Mr. WatsH. Zine. Withthe Hi dson Bay Mu ing and Smelting Co., 
Ltd., of Canada. The effective date of that contract was January 1, 
1952, and expiration December 31, 1955. It calls for a total of 30,000 
short tons of high-grade zine. 10,351 tons have been delivered, and it 
is scheduled at the rate of 500 tons per month. 

Senator MaLonge. What do you mean, high-grade zinc? 

Mr. Watsu. That is the grade. 

Senator Martone. That isa grade name? 

Mr. Watsn. Yes, sir. 

Senator Matonr. But this is 30,000 tons of zine metal. 

Mr. Watsu. That is correct. The price is the average market price 
as published in Engineering and Mining Journal during the month of 
shipment. No funds were advanced. The material is paid for only 
when delivered. 

Senator Martone. What is the company name? 

Mr. WatsHn. Hudson Bay Mining and Smelting Co., Ltd. 


x 
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Senator Mavonr. Do you have the president or officials of the con 
pany ¢ 


Mr. Watsn. No,sir. 


Senator Mavone. You will furnish that and a copy of the contract ? 
Mr. Watsu. Yes, sir. 


(The information is as follows :) 


ExuHiBiT No, 4 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., October 16, 1958 
Hon. GEorGE W. MALONE, 
Chairman of the Minerals, Materials and Fuels Economic Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D.C. 


Drar Senator MALone: In accordance with your request for information on 
contract GS-OOP-371 (SCM) with the Hudson Bay Mining and Smelting Co 
Ltd., please be advised that the contract is dated June 1D, 1951, and ealls fe 
delivery of 30,000 short tons of special high grade or high grade zinc, with ship 
ments at the rate of 500 short tons per month beginning January 1952. 

The price of the zinc is the monthly average for the grade of zinc shipped as 

wi in the BE. and M. J. Minerals and Metals Market for the month prior to 
the due month of shipment, f. 0. b. contractor’s refinery with $20 per ton frei 
allowed to the Government Duty, if any, is for the account of the Government 

th ompany’s cffice is located at 500 Royal Bank Building, Winnipeg, Mani 
toba, Canada. The company has a New York oflice located at 247 Park Avenue, 
New Yo N. ¥ 

Mr. R. H. Channing is president; Mr. E. Weber, assistant secretary, located 
at Winnipeg; and Mr. J. F. McCarthy, assistant secretary at the New York office 
office 

Very truly yours, 
\. J. WALSH, Commissione) 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C 


AMENDMENT No. 1 10 ConTRACT No. GS—OOP-371 (SCM) BreTWEEN Hupson Bay 


Mi AND SMELTING Co., LIMITED AND GENERAL SERVICES ADMINISTRATION, 


EMERGENCY PROCUREMENT SERVICE 


[HIS AMENDM , entered into between the Hudson Bay Mining and Smelting 
Company, Limited HOO R val Bank Building, W nhipeg, Manitoba, Canada, 
hereinufter called the “Contractor,” and the United States of America, acting 
through the General Services Administration, Emergency Procurement Service 
formerly Federal Supply Service), hereinafter called the “Government” 

WITNESSETH THAT 

WHeEREAS the Contractor and the Government entered into Contract No 
GS-OOP-371 (SCM), dated June 15, 1951, which together with any and all 
nmendments is hereinafter referred to as the “Contract”; and 

Wurereas the Government desires and the Contractor agrees that purchases 
under the contract may either be made under the Strategic and Critical Mate 
I s Stock Piling Act (Publi Law 520, 79th Congress) or the Defense Produ 
ion Act of 1950, as amended, (Public Law 774, Sist Congress; Public Laws 69 
and 96, S2d Congress) at Government s option Diversion of the zine to industt 
unde the Defense Production Act of 1950 as amended, will be made when 


directed by the Defense Production Administration and allocated by the National 
Production Authority. 


Now HEREFORE, it is agreed by the parties hereto that the contract authority 
for the ontract shall be extended to include the Defense Production Act of 
NO0 s amended, (Public Law 774, Sist Congress; Public Laws 69 and 96, 


S2d Congress ) 


Phe co t number will be GS-OOP-—(D)-—12208 when material is accepted 
nder the Defense Production Act of 1950, as amended, and GS-OOP-371 (SCM) 
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chen material is accepted under authority of the Strategic and Critical Mate 

« Stock Piling Act and invoices and all other documents will be rendered 

identified as GS-OOP-—(D)-—12208 and GS OOP-371 (SCM) 

All other terms and conditions of the contract shall remain in full force and 
ff 

Acceptance by the Government: 

By H. C. Mavltt, ZJr., 
Director, Purchase Division 


May 14, 1952 
Acceptance by the Contracto! 

By R. H. CHANNING, President 
May 1, 1952 


vor No. GS—GOP-371 (SCM) ror THE SALE AND PURCHASE OF ZINC BETWEEN 
NITED STATES OF AMERICA AND Hupson Bay MINING AND SMELTING Co 
hit i 
LIMITED 


118 CONTRACT, made and entered into this 15th day of June 1951, by and 
ween the United States of America, acting through the Emergency Procure 


Service of the General Services Administration, (hereinafter 





referred to 











he “Government”’) and Hudson Bay Mining and Smelting Co., Limited, a 
poration organized and ¢ sting unde the laws of the Dominic of Cinada, 
h its principal place of business situated at 500 Royal Bink Building, Win 
IM Manitoba, Canada (hereinafter referred to as the “Contractor” 
WITNESSETH THAT 
WHEREAS zinc is a strategic and crit lateria h he purview of e 
tegic and Critical Materials Stock Act of 1946, Public Law 520—-79th 
( ress (60 Stat. 596) : and 
WHEREAS the Contractor represents that if the owner of certain prope eS 
1 fa ities capable of producing s1 tial quantities of zine and desires 
quantity of zinc metal to the ¢ ment nd 
WHereas the Government desires to pure hase 1 substantial quantity « f zine 


Now, THEREFORE, the parties hereto do each respectively agree as follows: 


ICLE I Scope of contract 
Beginning on January 1, 1952 and ending on December 31, 1956 the Contractor 
sell and deliver and the Government will purchase 30.000 short tons. avoir- 
ipois, of zinc at the prices, in the manner, and the times as hereinafter 


e particularly set forth 
ArTICLE II. Definition 
\s used throughout this contract, the following terms shall have the mean 
gs as set forth below: 
1) The term “Administrator” means the Administrator of General Services 
d the term “his duly authorized representative” mear hy person or persons 
board (other than the Contracting Officer) auth zed to act for the 
Administrator 
b) The term “Contracting Officer’ means the person executing this contr 
mn behalf of the Government and any other offi or cit in emp!ovee wh sa 
roperly designated Contracting Officer; and the term includes, except as o 
se provided in this contract, the authorized renresentative of a ¢ tractl 
Officer acting within the limitation of his authority 
(c) The term “ton” shall mean a short ton, or 2,000 pounds, avoirdupois 
ARTICLE III. Quantity 








rhe quantity of ine to be fur hed by the Contractor to the Government 
inder the terms of the contract shall be 30,000 tons, except that a iriation of 
l percent in the total quantity delivered hereunder may be allowed 

ARTICLE IV. Quality 

The Contractor shall, at its option, deliver either high grade or special high 

ide zine which shall conform to the chem and physical requirements of 
he American Society for Testing Materials, Specification B-6, test revision 

ffect as of the date of this contract 

ARTICLE V. Packaging 

All material shall be in slab forn Slab av b f any e nol with the 
roducer, but all slabs in each lot sh: be of the same no i i I sl T; 
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he zine slabs shall be shipped in clean sound railroad cars, securely strapped 
Ih unit loads a or loose in accordance with prevailing commercial practice 
Government's option, The Contractor shall notify the Government prior to 
availability of the first quantity of the material tor inspection, of the cost 
rapping in unit loads, and also of any change in cost thereatter 
esire the ne slabs to be shipped in unit ads, it shall g 
e thereof to the. ¢ tractol If the Government wishe the 
apped, it shall pay f the cost thereot but only after agreement 
ArTic VI. Delivery, ma ,a hipmie | 
Delivery of the zine ull be made F. O. LB. cars at refinery, Flin I 
Manitoba, Canada, at the monthly rate of 5L0 short tons during tie five 
ce ve eal encing J uary 1952 with a treight allowance as set for 
in Article VII hereot Contractor shall declare by the tirst day of the 
preceding each calendar quarter the grade of zine that the Contractor in 


to offer for delivery hereunder during each quartet! 
b. Each piece of every lot shall be plainly marked with appropriate identifying 


symbol, which shall be the same in every case 
e. The Contractor, acting as forwarding agent for the Government, but w 
out additional remuneration for such services, shall attend to the shipment of 


the material in accordance with shipping instructions furnished by the Govs 
ment, and shall provide the Government with all necessary shipping docun 
The Contractor will make no additional charge for the cierical work of preparing 
such documents, but should there be incurred any charges such as consular fees 
or any charges incidental to the sto! ot the material, or should the Gove 
ment request the Contractor to pay freight charges from F, QO. Lb. cars at refine 
to destinations, such cost outlays shall be for the account of the G 
with the exception of the $20.00 per short ton freight allowed by the Contrac 
to the Government. 








d, The Government shall issue instructions not later than the fifteenth 
of the month preceding the month of shipment. In the event the Governme 
fails to issue such shipping instructions, then immediately following the end 
each such calendar month in which shipment is not made for that reason, the 
Contractor shall cause a storage certificate or certificates, or their equivalen 
to be issued in favor of the Government for such tonnages for which it has 1 
received hipping nstructions the issuance of such storage cei fivates 
constitute delivery under this contract The Contractor will pro\ ide fre 
age for one calendar month but should the Government not take physical delivery 


} 


by then, the Government shall be liable for any storage or other charges neg 
tiated between the Contractor and the Government arising from failure to take 
delivery Upon subsequent receipt of shipping instructions covering the quar 
tity of material so held in storage, or any part thereof, the Contractor s 
load such material in railroad cars and ship in accordance with such Government 
shipping instructions in the same manner and without additional charge as 
the affected quantity of zinc had not been stored. 

ARTICLE VII Price 

a. The price to be paid for the zine shall be the average monthly East 8 
Louis, Illino price of Prime Western zine as published by the k. & M. J. Met 


and Mineral Markets for the month prior to the due month of delivery, plus 1 
published differentials for high grade ame and/or special high grade zine for 
such month, for delivery Ik. O. B. cars at refinery, Flin Flon, Manitoba, Canada 
with $20.00 per short ton, tractions il proportion, freight allowed by the Co 
tractor to the Governmen In the event the E. & M. J. Metal and Minex 


Markets start publishing separate delivered prices for high grade zine and/o1 
special high grade zine the monthly averages shall be used in the Same manner 
us that provided for the computation of Vrime Western zine in this paragraph 

b. If during the fe of this contract the price of zinc should be placed under 
control by the Governinent, acting in its Sovereign capacity, to such an extent 
that the Contractor in all good faith should believe that the monthly average 
quotation referred to above ceases to represent a free market quotation, then, 
upon the written request of the Contractor, the Contractor and the Contracting 


Officer shall negotiate promptly with respect to the price or prices to apply to 
deliveries thereafter to be made under the contract. In the event that the parties 
are unable within three months irom the date of the aforesaid written request 
by the Contractor to agree on a revised price or prices under the contract as 
hereinabove provided, the Contractor shall have the right by notice in writing 
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the Government to cancel the contract without cost to either party as to 
material not delivered under the contract upon the date of such 1 e of 
ellation and on which the Contractor is not in default 


ArTICLE VIII. Inspection, sampling, analyzing and weighing 
Sampling and analyzing for metal content and examination for physical 
n shall be in accordance with American Society for Testing Materials 


Specifications B-6, latest revision, except that samples may be secured in a 


‘rr mutually satisfactory to the Contractor and the Government. Examina 


t 
for physical conditions shall be performed concurrently at the refinery 


j by the Contractor's representative and Government Inspector or other Govern 
ent designated representative, who sha be notified at least 10 days in advance 
scheduled production or shipment from the refinery Sampling shall be done 
e refiner in the presence of the Government representative Inspection 


the Government shall b performed in such a inanner as not to interfere with 
production or processing operation, and the Government Inspector shall be 
orded full cooperation of the Contractor or refiner. The properly prepared 
ple shall be divided into three (3) equal parts, each packaged, sealed, 
tified, and distributed as follows: On (1) to the Contractor, and tw 2 

all be ar vzed by the Government; 


ie Governinent One of the latter s 
e other retained for use as an umpire sample if necessary 

b. In the event of a disagreement on metal content the umpire sample 
submitted to a mutually agreed upon umpire whose determination shall be 





The cost of the umpi ll be paid by the party against whom the 
etermination is made. 

In the event of disagreement on physical defects the facts shall be sub 

tted to a mutually agreeable umpire, whose decis shall be fina rhe 

















st of the umpire shall be paid by the party against whom the determination 
d. Contractor's or refiner’s weight certificates which sha be certified to by 
e Contractor shall govern as to quantity Cost of weighing, if any, sl be 
or the Contractor's account 
e. The Government shall rejeet a il whicl Y tt comply with con 
ments, and it shall be sed by ( ra i ( ts 
the Government i connection wit the reje \ rhe 
( actor shall replace rejecte nate! V i ter ( ict 
eq emel s vhich clude at it ist he requ ‘ t t i I nh in ph 
a) of this Article VIII 
ARTICLE IX Payment 
Payment shall be made by United States Government Treasury checks on the 
s of certified ne weigl ) eri rol} ( inspe on ( 
nce by the Government, and after receipt from the Contractor of properly 
tied documents and invoices covering the shipment and weighing 
ARTICLE X raxes d charge 
\ Canadian taxes ene! r | no ‘ here I osed res 
material sold hereund or the produce ¢ ( ) cessil ¢ 
] tation, proce is oO! ue thereot, s he I ! he ¢ I 
» - Government Ww irrange for ¢ ( f I é 
{ ted S sand all I ( States Ol iXes « f ill | ) 
e account of the Government 
ARTICLE XI. Warranty. 
ihe Contract warrants that the materia herennde »} e fre nd 
f all of th l ul é Lhe ¢ ) P } 
nd defend the Gover! g $ s ld nds witl ect 
material 
\ LE XII. Covenant against contingent fee 
Che Contractor warrants that erso or st r a cy has be 1 em ved 
‘retained to solicit or secure this contract upon az re ent or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona fide 
employees or bona fide established commercial or selling agencies maintained 
the Contractor for the purpose of securing hu ess. For breach or violation 
f this warranty the Government shall have the nul this cor ict 
thout liability or in its discretion to deduet from 1 ct ] ( 
leration the full amount of such comn nm, pel ge, brokerage, ¢ n 
gent fee 
ArTICLE XIII. Benefit to congressional officia 
No member or ce to Congress ¢ ( lent commissioner sha he ad 
n ed to any share or part of this contract o to ny enent th nay arise 


herefrom unless it be with a corporation for its gener enent 
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ARTICLE XIV. Disputes 

Except as otherwise specifically provided in this contract, all questior f 
fact involved in disputes arising under the contract shall be decided by 
Contracting Officer, whose decision shall be in the form of written finding 
fact Whenever a Contractor is aggrieved by -such decision, he may, at } 
election: 

(1) Within thirty (30) days from the date of mailing or otherw 
furnishing a copy of such findings to the Contractor, appeal in writing 
the Administrator of General Services Administration, or his duly aut) 
ized representative, whose decision shall be tinal and conclusive upon the 
parties hereto; or 

(2) Pursue any rights that he may have against the United States 
law. In the meantime, the Contractor shall diligently proceed wit! 
performance of the contract 

ARTICLE XV. Force majeure 

a. Except as hereinafter provided in subparagraph (b) of this Article, in the 
event the Contractor refuses or fails to make deliveries of material conformi 
to the specifications as defined in the contract within the time specified or ar 
extension thereof, or to perform faithfully any conditions of the contract, the 
Contracting Officer, without prejudice to other rights resulting from breac} 
of the contract conditions, may, by written notice, terminate the right of th 
Contractor to proceed with any or all remaining deliveries under the contract 

b. In the event of any strike, lock-out, difference of workmen, accidents 
fire, explosion, floods, mobilizations, war (whether declared or undeclared) act 
of any belligerent in any such war, riot, rebellion of any government, whethe 
legal or otherwise; the elements, power shortages, or any other cause beyond 
the reasonable control of the Contractor, whether or not of the nature or char 
acter hereinbefore specifically enumerated, performance under the contract shi 
be suspended in whole or in part until such cause ceases to exist and thereafte 
to time for fulfillment of the contract shall be extended by the length of time 
during which such cause prevented performance under the contract; provided 
however, that any suspension of performance pursuant to this clause shall not 
exceed ninety (90) days unles otherwise agreed upon, in writing, by the Go 
ment. 

In the event any force majeure condition provided for in this clause continues 
beyond said ninety (90) days suspension period, the Government, at its option 
may agree, in writing, to extend said suspension period or may concel the con 
tract with no cost to either party with respect to the undelivered portion thereof 

c. Unless the Contractor shall furnish the Government with written notice 
of the nature and extent of any force majeure condition referred to in paragraph 
(b) hereof which is claimed to exist, within a reasonable time after the hay 
pening thereof, the Terms and Conditions of said paragraph (b) shall not become 
operative with respect thereto. 

ArricLE XVI. Assignment of payments. 

a. Pursuant to the provisions of the Assignment of Claim Act of 1940 (31 U.S 
Code 203, 41 U. S. Code 15), if this contract provides for payments aggregating 
$1,000 or more, Claims for moneys due or to become due the Contractor from t 
Government under this contract may be assigned to a bank, trust company, or 
other financing institution, including any Federal lending agency, and may 
thereafter be further assigned and reassigned to any such institution. At 


+} 


such assignment or reassignment shall cover all amounts payable under S 
; ‘ 


contract and not already paid, and shall not be made to more than one 
except that any such ussignment or reassignment may be made to one part 
agent or trustee for two or more parties participating in such financing 


b. In no event shall copies of this contract or of any plans, specifications, o 


other similar documents relating to work under this contract, if marked “Top 


Secret,” “Secret,” “Confidential,” or “Restricted,” be furnished to any assigne 
of any claim arising under this contract or to any other person not entitled 
receive the same: Provided, that a copy of any part or all of this contract 
marked may be furnished, or any information contained therein may he dis 
closed, to such assignee upon the prior written authorization of the Contract 
Officer 

ArticLE XVII. Patents 

The Contractor shall hold and save the Government, its officers, agents and 
employees, harmless from ftiability of any kind, including costs and expenses 
on account of any patented or unpatented invention, article, device or appliance 
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anufactured oO ised in the performance of the contract, im luding use by 
Government 
ArticLe XVIII. Oral modification 
» oral statement of any person shall be allowed ir 
rwise effect the terms of 
ArTICLE X LX, Notices 





the offer, specificatio Ol 


notices and communications required in connection with the contra 

ill either be in writing or by telegraph, and if intended for the Government 
he sent to it at 7th and D Street S. W., Washington 25, D. C., and 
nded for the Contractor shall be sent to it at 500 Royal Bank Building, Winr 
1h Ma iitoba, Canada, or to such address as either part may hereafter pec 


he other in writing 
(rricLE XX. Certification of invoice 
Each invoice shall have pl ited stat ped or typed thereon the following ce 
n, to be signed by the Contractor’s authorized representative, with h 
e indicated : 
‘I certify that the above bill is correct and just; that payment therefor 
has not been received.” 
Kach invoice shall contain a separate statement as follows 
Che material covered by the invoice is of 
origin.” 
\rTicLe XXI. Distribution of documents 
Documents shall be distril 
Distribution of Documents” which is mad 
IN WITNESS WHEREOF, the parties heret 
ent as of the day and year first above w1 


t 


h the attached form headed 
irt hereof 
» made and entered into this agree 


uted in accordance w 





UNITED STATES OF AMERICA 
By H. C. MavuL.1, Jr 
icting Director, Purchase Division. 
JUNE 15, 1951 
Hupson Bay MIntInG & SMELTING Co. LIMITED 
Rv R. H. CHannine, President 
Kk. WEBER, Assistant Secretary 
JUNE 9, 1951 


DISTRIBUTION OF DOCUMENTS FOR MATERIALS OF MEXICAN AND CANADIAN ORIGIN 


The Contractor shall furnish documents in the quantities specified and make 
distribution as follows 


A. To be mailed to the Examination Branch, Accounts and Reports, Divi 


sion, General Services Administration, 7th & D Stree S. W., Washington 
2, D. C 

1. Original and two (2) copies of property certified invoice 

2. Two (2) Certified copies of weight certificates prepared as required 


in this contract 
3. Other documents as required by this contract or otherwise requested 
specific shipping instructions 
B. To be mailed to Director, Storage and Transportation Division, Emer 
vency Procurement Service General Services Administration, 7th & D Streets 
S.W., Washington 25, D. C 


1. One (1) Certified copy of weight certificate 


2. Two (2) memo copies of Government or Commercial Bill of Ladi 

3. Other documents as requested by ecif shipping truction 
( lo be mailed to the Collector of ¢ toms at e United States Port of 

Entry through which material is to be entered and orted into this country 

Address is furnished with shipping instructions. ) 

1. One (1) memo copy of Government or Commercial Bill of Lading 

2. One (1) copy of Commercial Invoice 
D. To be mailed to the storage depot indicated in the shipping instructions 


ssued by the Storage and Transportation Division 
1. One (1) certified copy of weight certificate 
2. Other documents as requested by specific shipping instructions 
Mr. Watsu. That is the only zine contract open in the stockpile. 
Senator Martone. It is the only contract that you have made for 
stockpiling. , 
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Mr. Watsn. No, sir. We have made some foreign contracts in the 
past, but they are all completed. This is the only open contract. 

Senator Matonr. The only one that is now effective. 

Mr. Watsu. Yes. 

Senator Martone. And this is the only lead contract now in effect 
that you just got through describing? 

Mr. Wausn. Yes, sir. 

Senator Matonr. Move on then to tungsten. 

Mr. Watsn. On the stockpile phase of 1t? 

Senator Martone. When you say stockpile phase of it, I want to be 
sure that you are not overlooking any contracts that you made that 
may be diverted to private industry. 

Mr. Watusn. That is under Public Law 774, which Mr. Ford will 
give you in detail. 

Senator Martone. I think we better have all the lead together. 

Mr. Wausu. Allright. Mr. Ford will give you that from the other 
point. 

Senator MALone. DMPA? 

Mr. Forp. This is DMPA, contracts made under Public Law 774. 
We have one foreign contract which is with the Guatemalan company. 

Senator Manonr. The same company ¢ 

Mr. Forp, The same company. Contract No. GS-OOP-(d) 12194. 
The contract was dated August 29, 1952, and covers the purchase of 
96.250 short tons of lead at a floor price of 17.542 cents per pound. 
The situation is similar to the contract that was described by Mr. 
Walsh. The contract is similar to the other one in that they ship 
bullion to the United States, where it is smelted, and the price applies 
per pound ot lead recovered from the bullion. There Isa provision 
in the contract that the other contract, the first contract for the stock- 
pile, must be current before the floor price can be invoked. 

(The information referred to follows:) 


AMENDMENT No. 1 To Contract No. GS—-OOP-(D)-12194 BETWEEN THE UNTI' 
STATES OF AMERICA AND COMPANIA MINERA DE HUEHUETENANGO, S. A 


This Amendment between the United States of America, acting by and throu 
Defense Materials Procurement Agency (hereinafter referred to as the “Gov 
ernment’), pursuant to the authority contained in the Defense Production Act 
of 1950, as amended, and Executive Order No, 10161, as amended and suppli 


mented, and Compania Minera de Huehuetenango, S. A., hereinafter referred 
to as the “Contractor.” 

WITNESSETH 

WHEREAS the Government and the Contractor entered into Contract No. GS 
OOP-—(1))-12194 for the production and delivery of lead bullion, hereinaftet 
referred to as the “Contract,” effective February 5, 1952, and 

W EAS certain difficulties have arisen in the application of various provisi« 


of the Contract 

Whereas the Government has determined that the amendments to the C 
tract contained he n are in the interest of national defense, 

Now, TUEREFORE, it is mutually agreed that the Contract is hereby amended 
Aas TOLLOWS 

I. Paragraph (b) of Article IIT is hereby deleted in its entirety and the 
following paragraph is substituted therefor : 

b) If, during any annual period, the Contractor shall fail to deliver the 

number of tons provided for such annual period, the Contractor shall be per 
mitted to make up Sie h deficienc vy out of the de veries during the next suceeedi: 


tual period, but in no event may any deficiency in the delivery during the 
last annual period be made up after the expiration of the last annual period, 
except to the extent of lead produced and delivered prior to the termination 
date of the Contract It is further agreed that the Contractor may deliver at 
‘livery points specified at any time and from time to time during the term 
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f ! qual V excess OT the onnuge ri¢ I I 

h excess deliveries sh: be credited against f deliveries for the 
eeding annual period in ord provided, however, tl evel 
( tractor be permitted t d vel ( . nal ve SIX Ul 
indred and fifty (26,250) tons under the Contra 


II. Article XXIV is hereby deleted ts entirety and the following Art 


St ited 


@reivel, 
‘ LE XXIV Cane atior 
Notwithstanding ! | on het t Cor t ! yma 
e Vy hout per ( po n of ( el ng 
ed ft J ( » 1960 cle ow ( Cor ! 
espect to sl f of the d } duced } » Ss te I I 
e the termination of fl Contract 


11. The following Article XXVI idded to the Cor 
\ in AVE Optior 








Contractor 1 3 opt ( vel ! s d 
nm as ane ed it ) Article Tl , ve 1 
| \ co! ad ead ¢ I t ne her lire e! f e¢ 
B-29 itest revisic f e A I n Soci Ie ng Mate 
b) In the event Conti rr exercis e ¢ np pl 
vf the G ‘ ‘ of the ead prod ed ads hers ‘ o} 
e f. o. b. oceangoit essel at P f Tamy Me \ t of | 
nsportation, a de the n é sha 
Ss account Cor t© al ] without ¢ 1 to the Gover! eT 
lance with shipping structions he hed by the G rl 
enn n | dh of l 4 <ig ( er eT 
‘ wit] ny other do el nd l ] es tO TI 
optic i ( é er l S he ( 
‘ or its age ! cordance with instru Ss whi the Governmer! 
sh Contract The oc | : { lit ] ) ned b he ¢ 
mast of the essel ¢ his d it) ve The lead s 


erized le 


Article XXVI, the New York price for common desilverized lead, Grade A 





New York price is herein defined as the verage price for common de ve 


id A at New York, New York, for the calendar weel n which the 


( ered to the Gove ment hereunder 1 in the Engine 
1 Minir J I Mi nd M M ets wee] fs h ce 
such } f ul ed S t< } 1 ! ? } 1! iD 

ind if such public } ! ePccy h 1 cease to carry such « 
if the applicable time by } I f diseor I nubl t nor ofl 
hen said New York price sha ‘ ete ed he bh formatic 
e in the industry), less: 
(i) the ean ft ht per fr ram M \ te New 
New York, p 11 Gov mer t rest} eliv 
(ii) the actual st it ed | e Go nt tion 
iding Sy dw hit he da ¢ ‘ eT ted S 
d Not hstan l pre l f e pric 
’ refined ad de ed | ( he G rl t hers 
hall in no event be (1) I er ft , 20002 I ny ( 

fini paid by the Contr or nay ) f ¢ 7 » 1} 

he cost of refining ] bv the Cor ‘ that in ne 

I | said refi ( [ x ed } | ( (; ( I for refining 

bullion by the American Metal Compar t ( ret, New, Jersey, o } 

company as may he acceptable to fl Government Contractor shall be 
for such excess refining costs, if ar 

‘(e) The cost of lead hnillior shall he determined nurs int tr the 
formulae set forth in paragraph (a) (i) and (i of Article IV except that 
fre t shall be computed from Tampico, Mexico 





‘(f) In the event the Contractor she ld exercise the foreg: ing opt on 
So delivered shall he subj ct to the ay i 
sampling, analyzing, insnectine and assaving as are herein set forth with 1 


to lead bullion shipped to the Government from Guatemala, Central Amet 
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(g) Contractor shall furnish certified invoices, together with such other 
documentation as may reasonably be required, to the Government reflecting the 
cost of refining paid by the Contractor Such invoices shall be certified as havi 
been fully paid.” 

IV. All provisions of the Contract not specifically referred to herein and 1 
inconsistent herewith shall remain in full force and effect 

V. This Amendment No. 1 to the Contract is effective immediately 

IN WITNESS WHEREOF, the parties hereto have caused this document to be duly 


executed on this 15th day of May 1953 
UNITED STATES OF AMERICA, 
DEFENSE MATERIALS PROCUREMENT AGENCY 
By Howarp I. Youna. 
COMPANIA MINERA DE HUEHUETENANGO, 8. A.,, 
tv C. EF. Corzerius, President 


Attest: 


ConTRACcT No. GS—-OOP—(D)-12194 BerwEen UNITED STATES OF AMERICA AND 
COMPANIA MINERA DE HUEHUETENANGO, 8S. A, 


THis CONTRACT, entered into this 29th day of August 1952, effective Februar 
1952, between the United States of America, acting by and through the Defe1 


Materia Procurement Agency, its successors, assigns and duly authorize 
representatives, hereinafter referred to as the “Government” (pursuant to the 
thorit contained in the Defense Production Act of 1950, as amended, and 
Ioxe Orde No. 10161 amended and supplemented) and Compania Mir 
de Huehuetenango, S. A., a corporation organized and existing under the laws of 
Guatemala, hereinafter referred to as the Contractor.’ 
WW t ETH 
WHEREAS the parties have hereto entered into a Letter Contract accepted | 
February 5, 1952, and | 
WHIERE\S it as the intent I of the parties to re] ace uch Letter Cont | 
with a fe il contract at a later date, j 
Ni HEREPORE, in consideration of the mutual promises herein contained, the 
partie ereto ee as follows ' 
ArTicLe I. Productio | 
The Contractor shall preceed as expeditiously as possible and at ifs own ex 
pense th the development, equipping, and preparation of its Villa Linda, Bollo 
Ora, and Rosario Mine located in the Huehuetenango District, Guatemala 
Central Amefic or such other mines in Guatemala as the Contractor may here 
ter acquire. Such develorment, equipping, and preparation will be know: 
the facilities and will he sufficient to enable the Contractor to meet its obligat 
hereunder and ha nclude, but not be restricted to, the construction and 
installation of a flotation mill with appurtenances having a rated capacity of at | 
lea ‘ f ore per 24-hour day, n iry housing facilities, road 
( er { portat i facilities: and the Contractor at its own expense will make 
ch contracts and commitments for supplies and services as are neces 
t! I 
The Contractor shall begin the mining, concentrating, and smelting of the or 
from the bove facilities as soon as possible, and such mining, concentratit 
nd smelting shall be and continue at a rate which will enable the Contractor 
to comply with the delivery schedule set forth in Article IT, hereof, provided 
however, thet the total production under this Contract does not exceed 26,250 


short tons (2,000 pounds avoirdupois each) of unrefined lead bullion (hereinafter 
referred to as lead bullion) 
Arricte ITI. Disnosition of prodnetion 


(a) The Contractor shall sell to the Government and the Government s! 


} 17 


purehase all lead bullion produced herennde - Su h lead hullior 3] il] t 
delivered to the Government during the calendar years 1954-1958, in accordance 


with the following vearly schedule: 
2800 tons during 194 


8600 tons during 1O545 


5.400 tons during 19°6 
7.200 tons during 19 
TF5O tons during 1958 

and at the price determined pursuant to Article TV hereof 





ocuments and clearance papers necessary to transport the lead bullior (‘on 


= 
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b) If during any annual period the Contractor shall fail to deliver the 
mber of tons above provided for such annual period, the Contractor shall be per 
ted to make up such deticiency out of the first deliveries during the next 1¢ 
ding annual period, but in no event after the expiration of the last annual 
d It is further agreed that the Contractor may deliver at delivery | nts 
ecified at any time and from time to tim during the term hereof, any 
intity in excess of the tonnage for the particula innual period, which ex- 
; deliveries shall be credited : ist the totnl deliveries for the next 1 
eeding annual period in order provided, however, that in no event hall 
e Contractor be permitted to deliver a total of more tha 6,250 tons under 
e Contract 
c) In the event the Contractor shall fail to deliver the minimum tonnage 
vided for during any annual period and fa to make up al ch 


iency within the next annaal period, then, at the expiration of said next 


od the Government, at its option, may reduce the total maximum 





which the Contractor may deliver under the terms of the Contract by 
:mount of such deficiency not made up during the said next annual period 

ArTicLe IIL. Specifications 
rhe lead bullion sold to the Government hereunder shall be unr fined lead 
in pig form containing not less than 98 percent lead and not more than 


cent silver and other components (of which bismuth shall not be present 
of 0.15 percent meetil American Society for Testin Materials 
fientic B-29 The pigs of lead bullion may be of any size and shape 


to the Contractor, but all such pigs in any given lot shall be of the same 
nal size and shape, shall have clean surfaces, and shall be free from dirt, 
‘ foreign material 

ARTICLE IV. Price 





i Che Government shall pay to the Contractor or each pound of lead 
delivered to and accepted by the Government under the ter1 of this 
ract the New York price for de verized a \ uch New York price 
herein defined as the average price for common d ve d lead “A t Ne 
k, N. Y., for the calendar week in which the lead bullion i f ered to 
Gover ent hereu el nprice 1 quoted I neeril na : 
rna Metal and Mineral Markets, for the weer f uch delivery, or ich 
e as quoted in any successor to such publication at h applicable time 
f such publication or any successor should « ise To rry such quota ns 
he applicable time by reason of discontinuil publication or otherwise. 
ep said New York price shall be determined from the best ormation avaliable 
the industry) less 
(i) the ocean freight per pound fro Put I Guatemala, to 
New York, paid by the Government with respect to eacl ich «le el 
id 
ii) the actual cost incurred by the Governme! connectior t the 
unloading, assaying, weighing, and refining, including pet eS assesst 
onnection with such refining, of the lead bu ifte Vi the United 
States: and 
(ii in the case of lear ! ! ‘ ered a por n Guate 1 her 
than Puerto Barrios, the exces if any, of the ! ! h oO 
New York over the freight from Puerto Barrios New Yorl 
b) In the event the Government shall accey lelivery Oo. b. railw cars, 
in Felipe, Guatemala, Central America, pur I Article V, the price per 
| shall be the New York price for common desilverized lead “A” (as defir 
aragraph (a) above), less the costs and charges set forth in subparagraphs 
qd (il) of paragraph 1) above 
‘ Notwithstanding the provisions « paragraphs (a) and (b) above, the 
ce per pound for lead bullion delivered by the Contractor to the Government 
reunder shall in no event be less than $0.17342 o reater than $0.2034 


ARTICLE V. Delivery and title 





(a) Delivery to the Government of the lead bulliot produced and sold here- 
ler shall be made f. o. b. ocean-going vessel at Puerto Barrios, Guatemal 
iny other port at Guatemala All cost of handli transportation, and de 
ering the material f. 0. b. vessel shall b r Contractor’s account Contrac 
hall, without expense to the Government, and in accordance with shipping 
tructions to be furnished it by the Government, obtain clean on board ocean 
of lading designating the Government as enee together with any other 
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tractor shall deliver such documents to the Government or its agent it 
i with i ictions which the Government will furnish Contractor | 
ocean bills of lading shall be signed by the captain or master of the vesse 
his duly authorize representative 

(b At the option of the Government, delivery hereunder may be made f 
railway cars at San Felipe, Guatemala, ¢ \.. in aceordince with time 
structions communicated to Contractor by the Government, in which ever 
delivery shall constitute fu ompliance with Contractor's obligation f 
liver) Phe cost of handling, transportation, and delivery f. o. b. rai i 
sha be or Contract S ma t The railway cars used sha be ‘ 
sound 

‘ ritle > th ( | ion shall pass from Contractor to the Gove1 
f o. 1 cean-voil vessel or railway cars, as the case may be, at the pr t 
deliver specified in p i iph (a or (bh) above, whichever is am ‘ 
Title to the silver contained in the lead bullion shall be reserved to ad re Lil 


In Contractor, provided, however, that the Government shall not be responsible 
in anv way to Cont tor or to any third party for said silver, and, pr ded 
furthe that the Government shall not he obligated to return sa 
equivalent, to the Contractor until such time as the lead bullion may be refir 
by the Government in the United States 

ArricLe VI. Weighing sampling, inspection and analyzing 

Upon arrival in the United States of the lead bullion sold by the Contr 
to the Government hereunder the Govern 


such lead bu nm weighed by a licensed we 


at its own expense, shall have 
and sar ipled and Dray ed v 
recognized analysts selected by it: and Government’s weight certificates shal 





rovern. Standard Specifications of the American Society for Testing Materials 
latest revision as of the date of the Contract, shall apply to the weighing, in 
spection, sampling and analyzing of any lead bullion delivered under this co 

tract and in the investigation of any disputes that may arise from such weighing 
insnection, sampling and analyzing Any lead bullion delivered under this 
h fails to meet the specifications set forth in Article III hereof 
is Article shall not be cause for cancellation of any deliveries 


hereunder but such lead bullion shall be deemed rejected and is to be replaced 


i 
ined by th 


by the Contractor at its expense within sixty (60) days at the Government’s 
point of destination in the United States unless the Government, in writ 
within thirty (30) days notifies the Contractor of its acceptance of such lead 
by nder tl Contract, and n sddition, the Contractor sha eim 


the Government for the cost of weighing, inspection, sampling and analysis of 
the defective lead bullion being replaced 

ArTIcLE VII. Payment 

i Payment for each delivery of lead bullion hereunder shall be made 
promntiy after acceptance thereof. Such acceptance shall take place upon 
determination pursuant to Article VI hereof that the lead bullion delivered 





meets the specifications of this Contract In the event of loss of the lead bullion 
after ce ery f. o. b. vessel or cars at point of delivery in Guatemala, C. A 
pavment will be made therefor on the basis of shipping weights as if no 
had oceurred 

(b) Rach invoice submitted for payment shall have printed, star “l or t 
thereon the following certification, to be signed by the Contractor's d V ntl 


ized representative with his title indicated: 


I certifv that the above bill is correct nd iust that navment theref 
h not I ( ed that eond DT ZT hase mmplenhbie é 
transaction have been « ed with, and that tl later l covered | 
o1 : of origin.” 
\ rere VIII. Termination 
The obligatior f the narties herennder shall ceas ind this Contras . 
he ter: nate exe t that the obligations of the irtie hereto, with respect 
to the 0 f dq ment for, such quantity of I ! lion as v 





have been produ 1 hereunder prior to the time of such termination, sha 


remain in full foree and effect until disecharged in aecordance with the terms 


(hb) when the Contractor has delivered hereunder 26.250 short tons f 


lead bullion less such sums as may be subtracted from this total pursuant 
to Article IT (e): 
whichever of the above events (a) or (b) first occurs 
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ARTICLE IX. Reports. 
Che Contractor shall furnish the Government from time to time, but not less 
frequently than quarterly, such reports as it May reasonably require, including 
it not limited to 
(a) the progress of the construction and costs of the facilities: and 
(b) the production and distribution of lead bullion hereunder, and costs 
related thereto 
Reports as of the close of the Contractor's fiscal year shall be certified to by an 
lependent certified public accountant 
ARTICLE X. Documents and opinions 
(he Contractor shall deliver to the Government, without cost to 





ent. the following documents and opinions in form and substance 
the Government: 
(a) An opinion of counsel, demonstrating to the satisfaction of the Govern 
that 
(i) The Contractor is duly organized and in good standing under the 


tions of the Republic of Guatemala 





vs and regul 

(ii) The Contractor hus taken all necessary corporate and legal action 
to authorize the execution of this Contract and this Contract will constitute 

valid and binding obligation of the Contractor in accordance with its 
terms 

(iii) The Contractor is conducting its business and operations under duly 
eranted, valid, and subsisting claims and concessions sufficient for its opera- 
tions, and the Contractor has obtained the necessary permission from the 
Republic of Guatemala to mine and remove inerals necessary to carry out 
ts obligations hereunder from its claims and concessions 

Evidence of the authority of and the authenticated signature of the person 
ersous signing this contract on behalf of the Contractor 


Evidence of the authority of the person or persons who will act as rep 


resentatives of the Contractor in connection with the notices pursuant to 


Article XI hereof, together with authenticated signature of such person or 


LRTICLE XI Addresses. 
Unless otherwise specified : 
Notices by the Government to the Contractor provided for in the Contract 
shall be addressed to: Mr. W. G. Sawyer, Commerce Building Addition, Houston, 


I s understood and agreed that said W. G. Sawyer is authorized by the 
Contractor to both receive all notices and commu tions intended for the 
Contractor and to furnish all such information required of the Contractor in 
counection with this Contract. 

a) Notices by the Contractor to the Government hall be addressed to: 
Administrator, Defense Materials Procurement Agency, Washington 25, D. C 
r such other address as either party for itself iy specify to the other in 

riting, 


ARTICLE XII. Prior obligations 
It is understood and agreed that Contractor’s obligations to the Government 


hereunder are separate from and in addition to Contractor's obligations to the 
Government under Contract Number SCM—TS-12496, dated February 23, 1949, 
hich Contractor holds with the General Services Administration However, in 


view of the possibility of concurrent deliveries by Contractor under both afore 
said contracts, it is further understood and agreed that, in the event of any 


default in delivery under Contract Number SCM-—TS-—124696, any deliveries of 
ead made by Contractor to the Government after the date of such def t will be 
ipplied first against the delivery requirements contained in Co et Number 


SCM-TS-12496 until the total quantity of lead called for in that Contract has 
been delivered to and acce pted by he Government 


ARTICLE XIII. Warrant 


Che Contractor warrants that the material so hereunder shall be free and 
lear of all claims of third parties. The Contractor sha ndemnify, hold hart 
ess and defend the Government against a aims an ‘ nds with respect 


» such material 
ARTICLE XIV. Taxes and charges 


a) All Guatemalan taxes, general or loca I or fhe ifte ] ed, 1n 
respect to the mater sold hereunder or the luction, extraction, processing, 
exportation proceeds r value ther rf ~ i he oO tl wcount oO the 


Contractor 
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(b) The Government of the United States will arrange for cust 
of the mate i o the United States and all United States import ta 
duties, if any, sha be for the account of the Government 

ARTICLE XV. Compliance with apy able laws 

Im the wrlormance of this Contract, Contractor shal comply with 
all stipulations and representations required by any applicable Federal, St 
Municipal or lo law, or Executive Order, or any applicable rules, or 
regulations or requirements of any government departn ent or | ureau, but 
ng herein contained sha be considered as preventing Contractor from 
testing 1b g d taith the validity of ich law, rule, order, regulation or require 
ment il hat Contractor has not complied therewith 


ARTICLE XVI. Contingent fees 


The Contrac warrants that no person or selling agency has been empl 
or retained f solicit or secure this Contract upon an agreement or understan 
for a commisison, percentage, brokerage, or contingent fee, excepting bona é 
employees or bona fide estab ished colnmers ial or selling agencies maint 
by the Contra r for the purpose of securing business For breach or vis 
of this warran the Government shall have the right to annul this Cont 


without liability or in its discretion to deduct from the Contract price o1 
sideration the full amount of such commission, percentage, brokerage, or 
tingent tee 

ArticLe XVII. Interest of Member of Congress 

No member of or delegate to Congress, or resident commissioner, shal 
admitted to any share or part of this Contract, or to any benefit that may aris 
therefrom; but this provision shall not be construed to extend to this Contract 
if made with a corporation for its general benefit 

ArricLeE XVIIL. Access to books and records. 

he Contractor agrees that the Government or any of its duly authorized 
representatives shall, while the Contract is in effect, and for a period of three 
(3) years thereafter, have access to and the right to examine any pertinent books 
uments, papers and records of the Contractor involving transactions related 
to this Contract 

Che Contractor further agrees to include the following provision, with appro 
priate insertions, in all its subcontracts (herein defined as any agreement wit! 
another party providing for construction, improvements, or other work called 
for by this Contract, whether or not that purpose is so specified in the agres 
ment) hereunder 

(Name of Subcontractor) agrees that the Government or any of its 
duly authorized representatives shall, until the expiration of three years 
after final payment under Prime Contract GS-OOP—(D)-—12194 between the 
United States of America and Compania Minera de Huehuetenango, S. A 
have access to and the right to examine any pertinent books, documents 
papers and records of (Name of Subcontractor) involving transactions re 
lated to this Contract.” 

ArtTIcLeE XLX. Assignment 

The Contractor shall not, without the prior written consent of the Government 
sell, assign, or pledge this Contract or any of its rights, powers, privileges, dutic 
or obligations thereunder; provided, however, that any moneys due or to become 
due under this Contract, but not including any advances made or to be mat 
hereunder, may be assigned by the Contractor to a bank, trust company or other 
financing institution, including any Federal lending agency, pursuant to and 
accordance with the Assignment of Claims Act of 1940, as amended (31 U. 8. ¢ 
903, 41 U. S. C. 15) 

All rights, powers, privileges, duties or obligations under this Contract sha 
inure to any successor or successors of Defense Materials Procurement Agency 
or any branch or agency of the Government to which the Defense Materials 
Procurement Agency shall hereafter delegate or assign its authority to act for 
the Government hereunder 

ARTICLE XX. Force majeure. 

If the performance of any part of this Contract by either the Contract 
or the Government is prevented, hindered or delayed by reason of any caust 
or causes beyond the respective control of the Contractor or the Governme 
and which cannot be overcome by due diligence, then the time for performanct 
by the Contractor or the Government, as the case may be, of its obligation 
hereunder shall be extended at its option, by a period equivalent to any 
delays, interruptions or cessations resulting from such cause or causes To 
become operative, the Contractor or Government, as the case may be, shall 
give to the other, within ten (10) days after the occurrence of such happenings 
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vents, written notice thereof, together with a statement setting forth the 
n evidence, and, upon the conclusion of such happenings or event 
the other in writing of such terminati« \ hin ten (10) 
XXI. Default 
N thstanding any other provision of this Contract, the Government 1 
e in writing to the ¢ ntractor, cancel this Contract or any part thereof 
time, without payment of damages or penalty of any kind f 
l nh e ¢ ( 1) l ece € ll ‘ 1 pp tn 
yr or its property, or Contractor makes ar sigr the bet 
ditors r Col ( De COI I by o y 
PJ rsuant ) ) ro ons ot ip Die ( t 
e purpose of adjudicating ¢ tractor a ! 
( ractor, ¢ Lor pur OL ¢ ( ry I LI ng 
( ictor’s creditors, and ch receive t e is 
o or a tion filed ( I 
ivs: (b) of the liqui ion or disso ion of Co r | Co1 i 
! } he yt n I i t () t 
( n ! t Co tor ( i ( or the » ( 
itior ( } Contracto shall fail to take a ste for t to 
ain qualified and licensed under the iws of the R temala 
xtent necessary under such laws and regulations » carry on business or 
ms and the performance of obligations contemplated by ks Contract 
aid defect remains uncorrected for thirtv (30) da after notice thereof 
he Government; (e) Contractor shall fail to pay, within thirty (30) days 
1 date of notice from the taxing authority, all taxes levied upon its prop 
(except such taxes as the Contractor ma wish to contest in good fatt 
ha fail to renew, ithin thirty (30) days, whe necessary, its claims 
yncessions; or shall fail to keep its permit in good stand an uch 
f re remains uncorrected for thirty (30) days after notice thereof from 
Government; or shall transfer ich properties or said permit, or ar 
I ts in respect thereof in whole or in part (f) any representation 01 
made hereunder by the Contractor proves to be incorrect in ar y 
| respect and such representation r irranty remains uncorre 
fo a period of thirty (30) davs after notice thereof fro: the Government 
Contractor defaults substantially in the performance of any of the terms 
nants or conditions of this Contraet or ar amendme1 or supplement 
and such default continues for thirty (30) days after notice thereof 


he Government, and is not excused by the Government 
ArTICLE XXII. Nonwaiver 
failure of either the Contractor or the Government to insist in any one 
re instances upon the performance of any of the terms, covenants, or 
nditions of this Contract shall not be construed as a waiver or relinquishment 
he future performance any such term, covenant or condition by the other 
hereto, but the obligation of such other party with respect to such future 
performance shall continue in full force and effect 
\rrIcLE XXUIT. Modifications 
No oral statement of any person shall modify or otherwise affect the ter 
litions, or specifications of this Contract 
ARTICLE XXIV. Cancellation 


Notwithstanding any other provision hereof, this Contract shall auntomatica 





nate without penalty as to any portion of the Contract remaining uncom 
after June 30, 1960: provided, however, that the Contract 
th respect to shipment of the lead bullion shall survive the termination 
( tract 
\RTICLE XXV. Replacement of letter contract 
Chis contract supersedes and replaces for all intents and purposes the Letter 
Contract accepted on February 5, 1952, heretofore referred f 
IN WITNESS WHEREOP, the parties hereto have caused this document to be duly 
executed on the day and year first above written. 


byli 


vation 
of this 





rs o 


UNITED STATES OF AMERICA 
(Acting by and through Defense Materials Procurement Agency), 
Howarp I. Youna, Administrator. 
COMPANIA MINERA DE HUEHUETENANGO, §S. A., 
sy C. F. Corzerius, President. 
[CORPORATE SEAL] 
Attest: 
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Senator Maronr. Do you have a ceiling also? 

Mr. Forp. No, sir, there is no ceiling. It is merely a floor price 
contract, 

Senator Matone. What determines what he actually receives, then ? 

Mr. Forp. That is at our option. Tf he is to receive any more than 
17.342 cents, we have the option to buy it at market, but we do not 
have to pay more than the 17.542 if we do not want to. Wedo not hays 
to buy it. 

Senator Matone. If you buy it, however, you have to pay the market 
rice. 

Mr. Forp. We have to pay 17.342 or the market, whichever 
higher. 

Senator Matone. That is part of your contract. 

Mr. Forp. Yes. 

Senator Martone. You did not say that at first. 

Mr. Forp. I am sorry. 

Senator Manone. That is a very important item in a contract, 
don’t you think ? 

Mr. Forp. Price is always very important in a contract; yes, sir, 

Senator M ALONE. In other words, you either do hot get the zinc 
this is zine that we are talking about. 


Mr. Forp. This is lead. 


Senator Manone. You either do not vet the lead if it is above t] 
price on the market of 17.542 or you pay the market price 4 
Mr. Forp. That is right. i 
Senator Manone. Go ahead. 


Mr. I RD, Iexcuse me, sir. I have two item confused here. I 
would like to correct that statement. This is a direct purchase cor j 
tract at the market with a floor of 17.342 and a ceiling of 20.092 cents. 

Senator Manonr. It does have a ceiling, then ? 

Mr. orp. Yes, sir: it does have a ceiling. | am sorry. I was a 
little confused. 

Senator Martone. Could you tell me why there is a difference in the 
contract prices—very slight, indeed—between this contract and the 
one for the stockpile? 

Mr. Forp. No, sir; I could not tell you that without referring to the 
records of the Case. 

Senator Matonr. When was this contract effective and how long 
does it run ¢ 

Mr. Forp. The contract was signed on August 29, 1952, deliveries 
are supposed to commence on January 1, or production is supposed 
to commence on January Le 1954, and to continue for 5 years. 

Senator Martone. To the end of 1958. 

Mr. Forp. Yes, sir, to the end of 1958. 

Senator Matonr. Now, tell me about this contract. You can divert 
this to private industry or to the stockpile, either one? 

Mr. Forp. Yes. The material is being produced for Government 
use or re ale. 

Senator Matonr. If you resell it, of course, the Government pays 
no tariff according to the law and Executive orders that will be cited 
in detail in the record by Mr. Walsh, but if you divert this to private 
industry, what would you then do in regard to the tariff ? 





we 
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\Ir. Forp. In the present circumstances, there being no ee iling price 
on it. I assume that the tat ff would be added to any selling price, or 
would be included in any selline price that Was obt i ned for it. 

Senator Matone. What is your own idea in that regard? What 
would you do if it were left to you ¢ 

Mr. orp. I] am getting out of my field of operations, sir. 

Senator Manone. [am just asking \ 
contracts. You area lawyer? 

Mr. Forp. No, sir. 

Senator Matonr. What ire you ¢ 

Mr. Forp. I am Acting Chief of the Contract Administration 


Branch. 


‘ 


rvo i Liman that supervises these 


Senator MALONE. But you are one of the ndministrators of th ict. 
are you not! 
Mr. Forp. Yes, sir. 
Senator Matonr. Then what would you clo about if / What would 
© your recommendation 2 
Mr. Forp. If I was getting ready to sell it, I would try to get the 
tariff paid as part of the purchase price. 
Senator Martone. What do you mean you would try to wet 10. 
Would you just ada RE ana let them take it or ie if 
Mr. Forp. That would depend on how soon I had to sell. 
Senator MALonr. I do not understand that you have to sell. 
Mr. Forp. Then I would include the tariff in the selling price, and if 
j I eould not dispose of it, I would hold on to it. 
Senator Matonr. Now let me ask vou. if the law. reading as it does. 


ive ¢ 


that you can absorb a loss, if you SO decid “l and the administration 
} oflicials also so decided, you could absorb the tariff under the law. 

Mr. Watsu. That is right. 

Mr. Forp. Yes. 

Senator Matone. And sell it to private industry. Then it would 
1 ¢ ntirely up to the administrator, whoever he m LV be, as to whether 
or not private industry absorbed the tariff « harges or the Government 
ibsorbed them. 

Mr. Forp. I think that would be a policy determination that would 
be made by the Administrator in com ection with any selling program 
that we are engaged in 

y Senator Martone. And he would not need the benefit of a price 
fixer to do it. 

S Mr. Forp. No. 

Senator Matonr. That was given as the excuse for doing it vestet 

day. 

Mr. Forp. We were speaking yesterday, as I understood the subject. 
ibout events that occurred when there was an Office of Price Stabil 
zation in being and operating. 

Senator Matonr. That is correct. I think we were viven to under 
t stand, and I think the record will so show. that vou certainly would 

not have done that if it had not been for the price ceiling. Now vou 
iv it may be done and it is up to the \dministrator, whoever he may 


“ 


be, and under the law he could do it without any price fixing. 

e Mr. Exuiorr. I would hke to qualify that as to what the statute 
Says. There is an exception in the statute that minerals and metals 
shall not be sold at less than the established ceiling price or the current 
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domestic market price, whichever is lower. It would all depend o 
what the market price was. 
Senator Matonr. What is the domestic market price at the present 


time ¢ 


Mr. Extiorr. 1 do not know, sir. Mr. Walsh may have tha 

Senator Matonr. On lead and zinc. 

Mr. Wausu. In August it is 13.80. That is the average. 

Senator MaLong. 13% cents per pound ¢ 

Mr. Wausu. Yes. Zinc at the present time is 101%. 

Senator Matonr. Then you could sell to private industry such lead 
as you had brought in through the Government, duty free, at 13.8 
without any added duty or any other charges. 

Mr. Exuiorr. As a matter of law there is that authority, yes. 

Senator Martone. Then it would be up to the Administrator just a: 
it was before; is that true’ 

Mr. Exxiorr. That is correct, yes. 

Senator Matonr. You could do it if you so desired. 

Mr. Exuiorr. ‘That is right. 

Senator Matonr. When did you enter this contract? Was it Au 
ist 29 of this year ? 

Mr. Forp. No, sir, 1952. 

Senator MaLong, What was the price of lead at that time? 

Mr. Foro. The price of lead in August of 1952 was 

Mr. Wausu. It was 15.80. 

Mr. ApLeRMAN. What was it in September / 

Mr. Wausu. 15.80. 

Senator Matone. It was 1534 cents when you entered into a contract 
to pay them a floor price of 17.542; is that mght ? 

Mr. Forp. Yes, sir; that is correct. 

Senator Matone. And to pay a ceiling of 20.092. Did I understand 
you to say that the market price would determine whether you paid 
more than 17.32, but you must pay up to 20,092 if the market price 
was above the 17.342? 

Mr. Forp. Yes, sir. 

Senator Matonr. Why would you offer a floor price higher than 
the market price ¢ 

Mr. Forp. The project here was fulfilling a commitment that had 
been made earlier. 

Senator Martone. By whom? 

Mr. Forp. By apparently Mr. Howard Young, the Deputy Adminis 
trator of DMPA. 

Senator Martone. He had just given his word that they would make 
such a contract. 

Mr. Forp. I am not familiar with the circumstances surrounding it, 
sir. The contract was executed in this manner on instructions from 
Mr. Young. 

Senator Matonr. Mr. Young was still the Administrator. 

Mr. Forp. He was the Deputy Administrator. 

Senator Matonr. And Mr. Larson was the Administrator. 

Mr. Forp. Yes, sir. 

Senator Matonr. Then you entered into the contract through the 
instructions from Mr. Young above the market price? 

Mr. Forp. In fulfillment of a commitment previously made. 


or} 
£ 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 345 


Senator Mautone. Did he tell you that he had already made thx 

imitment or Just tell you to make the contract calling for 17.34Y 

a floor? Did he Say that he had made a previous commitment / 
Did he tell you that ¢ 

Mr. Forp. Yes. 

Senator Matone. In a letter, or just verbally ¢ 

Mr. Forp. It is my recollection—and I am almost positive of this 

t instructions were given in writing. 

Senator Matone. Could you furnish a copy of the letter for the 
ecord ¢ 

Mr. Forp. Certainly. 

Senator Matonr. Will you get it by tomorrow morning if you can 

Lcan bea part of the record of your testimony ¢ 

Mr. Foro. Yes, sir. 

he information is as follows:) 

GENERAL SERVICES ADMINISTRATION 
I];MERGENCY PROCUREMEN' SERVICE, 


Washington 25, D. ¢ November 19. 1953 


ti GEORGE W \MLALONE, 
Chairman, Interior and Insular Affairs Committee 
United States Senate, Washinyton, D. ¢ 


DEAR SENATOR MALONE: During the hearings conducted by the committee 

October 16 and 17, 19538, you inquired as to the conditions which preceded 
the execution of contract No. GS-OOP (D)-12194 by Compania Minera de 
fuehuetenango, dated August 29, 1952, and effective February 5, 1952. It was 

ted that this contract was entered into at the direction of the Deputy 
Administrator of Defense Materials Procurement Agency in fulfillment of a 
commitment made at an earlier date. This is shown at page 340 of. the 
anscript 

this statement was modified on October 17, 1953 As shown at page 473 


the transcript the contract dated August 29, 1952, formalized a letter of 
itent dated February 5, 1952 

Nhe reason for the arrangement evidenced by the letter of intent dated 
February 5, 1952, is as follows: 

The company already had a contract with the Government for the delivery 
f lead to the national stockpile It had made a capital investment of $1,000,000 
the construction of a flotation mill would increase the company’s reserves by 
enabling it to utilize large quantities of ore which were too low grade for direct 
smelting. The additional tonnage covered by the new contract would enable it 
to finance the payment of the equipment, transportation and tonnage of the mill 

rhe arrangements set forth in the letter order of February 5, 1952, were 


ade upon instructions of the Deputy Administrator hese instructions were 
erbal and given sometime during January of 1952 they were however, rati 
fi by the Deputy Administrator as indicated by his signature on the con 


irrence sheet which accompanied the letter of intent on February 4, 1952 
hen it was transmitted to the administrator for execution 
Very truly yours, 
JOHN G. Forp. 
icting Chief, Contracts Administration Brancel 
Senator Matonr. Mr. Young actually signed the contract, then ¢ 
Mr. Forp. Yes, sir. 
senator MALONE. You negot ated it under his instructions ¢ 
Mr. Forp. Yes, sir. 
Senator Matonr. Will you furnish a cOp\ of the letter 
Mr. Forp. I will. Senator, if I may, Mr. Fredell has called atten 
tion to the fact that at the time this arrangement was made by Mi 
Young, the price of lead wa substantially h hel than it was at the 
time that the actual contract was entered into. Is that correct ? 
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Mr. FRrepen } Phi price t ie ropped 4 { I) 
A sa enns Pi 

atts ist 

sVsenntol MEA ONT It till dropp ne, f not 

(No response. ) 

=i wo) \I I N] \\ i fhe contraet tern tittle | Juin 


1959 extended later 
Mr. Greene. Yes, sir: I think it 
Senator MALoNn1 It was extended 1 vear to June 30. 1960 
Mr. Greene. I think that is rieht, sir 


i 


Senator Maronr. On May 13, 1953. 

Mr. Greene. I think that is right. 

Senator Manonr. What was the price of lead at that time? 

Mr. Greene. I would not know that. 

Senator MALON} Mr. Walsh ? 

Mr. Wausn. The average in May was 1214 cents. That is May of 
1{) 


Senator MALony That s when vou extended the one year with a 
floor of 17.54% eent 

‘ ‘ ae 

Ir. Greene. It was not an extension as such, Senator, if To may 


"i he company mvoked the force majeure provislons of the earher ce 
rac \\] il happened, I th nk. in this Guatemalan ittuation was tl 


phere \ i revolution n Cataten ila r some nsurrection, and Tre 


0 ahead with tl 


erovernni | took o el lis property. Ile could not ¢ 
contract and came in and advised the United States Government 


DMPA, of th happening tn Gauatemala, and. asked that the contract 


be tolled during t] trme that the Guatemalan Government took ove 

property. Phat the reason for this exte) On. 

sehatvol Maton) Wa there any le id cle livered prio to thi eX 
tension 4 

Mr. Greener. No, sir. I would lke to bring out for the recor 
Senator, that when he asked us for this tolling under the force majeure, 


the Government was the recipient of a better price arrangement. 

senator M ALONE, \\ hat is that better price arrangement é 

Vir. GREENE. | do not recall, I am told the price was dropped 
about a quarter cent per pound. 

Senator Mantone. The price on the market dropped 6 cents pe 
pound, 

Mr. Greene. You see, there was no duty on his part to drop It al 
all. He had a contract. 

Senator Martone. There was no duty on your part, 

Mr. GREENE. Yes, there Wills, because he had come 1h under the for e 
majeure. Under the law, in view of the force majeure, and the 
insurrection in Guatemala, we would have to toll that contract under 
any circumstances. 

Senator Mavone. Does he have his property back now ? 

Mr. GREENE. Yes, Sir, I believe SO. 

Mr. Frepeui. He has it back and the construction of the mill is 
exper ted to be completed about December. 

Senator MALONE. Perhaps you had not finished your statement 
as to where this lead is to be delivered. 

Mr. Forp. The lead bullion is brought to a smelter in domesti 
United States and smelted and the Government picks it up at the 

melter and takes title to it. 
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\I I RD \ el { | Cal ecall 
S or Matone. |] x 
( Ls , y. ' — 
elat P Mex 


\I | ' i 
{ | 
a { VE Ar i | ted S 
\ Hr He \ ( @ Tacilit 
(y ( » \ x LO | 
( Lio >the Stat 
re as 


very) { \ elt 

Mr. Frepens. I believe it is at Tam} t we take delivery. TI! 

’ ised on] pice th refer ( wk to differences in freight 
I rerreqd rele te | An rical Gr DP ce, 

Senator Mal E. That was not the testimony of Mr. Ford. 

Mr. Freven.. Mr. Ford apparently was not aware of this detail 

Vin 1 »,» oe { | eve I r | Lie t to the contrat 

[ was not familiar with 
{ \ LON] N \ } t t cit vel Chie Oo at ul 


tlement I do not recall the exact wording of that phrase. 
senator MALONI Yo | [ extra iraoraphns 1} en vou exten ! 
I contract: is that right 4 
Mr. Frepetu. As a part of the arrangement in extending the e 


tract. Also, the price differential, dropping the price a quarter of a 


i 1 to the Tre rire l‘ampico Mexico, t ere ¢ 
Mr. Frepett. No is the differ ise price 
( DI (I t] original co | ] nad cell gF price ere 
ce LD au quartel oT a et 
Senator MALont That would b 7.1 cents per ound approxi 
tel 
Mr. Frepeiu. That right 


it 
Senator MaLtonr. What was that reduction for? 
Mr. Frepeitu. That was somet ¢ that we asked them for for re 


payment in writing them 1 He had full rights to have su an 

mendment o1\ no him an exte sion of time according to the first cc 
et, due to the force majeur But in our ciscussions with him. we 
ed fora | ttle bit quid pro ¢ . The G er) el ould vet some 


ng out of t.and we got a part of the cutba , 
senator MALONE. What part ot the qu d pro quo was it that the 
company can exercise its option to deliver to our Government f. o. b 
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en cOINg vi e] t Tam) . Mex) o.when it wa first to be delivers 
elte. ntr f 

Mi iy DELI | t ha t] ( ls of t ecaleulat nin 
tr) fy Li ffi tinl wa k t unt 1 refi osts 
rriy yr at the the \ be 1 mipuyre CO Orig 
,) 

s tor Maron You ( ce the contract for the point of 

ry It ow delivers nold Mexiec t port of Tampico { | 
TT I ted S te S] elte) 

Mr. Frepetyi. Because the nnot comp their furnace facilt 
Senator Maronr. Let me vou once mor You have a floor pi 
1 your contract of 17.1 cents, approximately, per pound. Yon ha 
ell p? ( 20.008 he « inal | t \ | he { 

ty ot # 

Mr. Fasnars.. That was also dropped a quarter of a cent. 

Senator Mazowz. “Then it would be 10.8 something cents ase: 


Mr. Frenenu. Yes, sir. 

Senator Maronr. What determin: the actual price? Who deter 
mines the actual price and upon what is it based ? 

Mr. Frepeii. My interpretation of that would be that if the pr 
was below that floor price, he would otter it to the Government. a] 
the Government would buy it at that floor price. If the market at 
the time of delivery was above the floor price, he would offer it to ft] 
(rovernment. If the Government saw fit to take it, they could buy it 
at the market price, 

Senator Martone. But they could not buy it at any lower than the 
market price. He would not need to sell it to vou. 

Mr. Freperi. He would not need to sell it to us as IT remember tf 
‘ontract 

Senator Martone. Are you sure that is the way it is worded, or does 


he have something to say about what the final price is going to be 


without regard to the market price ? 
Mr. Forn. Sir, I have possession of a copy of the contract. 
Senator Martone. The amended copy? 
Mr. Forp. I have both the original and the amended. 
Senator M ALONE. Read the amended copy, and let us see what it 
says. 


Mr. Forp. The price in the amendment is that the Government shall 
pay the contractor the New York price for common desilverized lead, 


grade A, which is defined as the price for the calendar week in whic} 
the lead is delivered to the Government, less the ocean freight pel 
pound from Tampico, Mexico, to New York, N. Y., paid by the Gov 
ernment with respect to such delivery. and the actual cost incurred by 


the Government in connection with unloading, assaying, and weighing 


the lead after arrival in the United States. 

Senator Martone. That doesn’t say anything in there about a floor 
price. 

Mr. Forp. The floor price is further described : 
Notwithstanding the foregoing provisions, the price per pound of refined Ik 
delivered by the contractor to the Government shall be in no event greater thar 


20.092 cents for lead bullion, plus the cost of refining paid by the contractor, nor 


less than 17.092 cents for iead bullion, plus the cost of refining paid by the 
ontractor 





———oo 


a rr ees 


Senator Matonr. What is the cost of refi o that the contractor 
to pay ¢ 
\ir. Forp. In no eve hall the ref ost eed ( t to the 
ment for refiniu end hv the An un Me C t 
eret, N. J., 01 oth yas! ye aces 
lent 
r Manonr. What il cost fi o ? 
Mr. Forp. I do not knov 
or Mal \\ ) ( No 
Se.) 
senatol MALon} Itis1 t a nominal cost Tha s quite a considel 
e cost. 
Mr. FREDELL. I imagine in the 1 ighborhood of 3 cents a pr d fo 
ng and refining. 
Senator Matonr. In each « the contractor will be paying 3 cent 
ind 


Mr. Frepeit. One cent of that would be refining costs. 
Senator Matonr. Refining and smelting, but that is to be added to 
0 cents or the 17 cents. 

Mr. Frepeiz. The refining cost. 

Senator MALONE. Read it again. What I th nk we had better h ive 

i fellows study some of these contracts and come back again. We 

ght to get less than 3 cents a pound as to what 
We ought to get within that anyway. You are only 

ttle bit of this at a time, and it is taking too mu 

lr ig it out of you. Are you satisfied to add 3 cents to the 17 cents, 

r the 20 cents, or whatever this amount it ? 

Mr. Frepein. This is just a bullion refining charge. 

Senator Martonr. What is that normal bullion refining charge? 
lhese smelters do not work for their health. Do you understand it, 
\[r. Ford 2 

Mr. Forp. Sir? 

Senator Matone. Do you understand that the smelting and refining 
s added to the price you have been giving us for the record? 

Mr. Forp. That is apparently what that amendment says. I am 
sorry that I am not familiar with that amendment. I would like to 
read it carefully. Perhaps Mr. Greene can tell you 
Senator Matonr. Who is responsible for the amendment? Did 
yu make it, Mr. Greene ? 

Mr. Greene. No, I did not. 

Senator Martone. Did you approve it? 

Mr. Greene. I think it was drafted in my office, though, Senator. 
Senator Matone. You must have someone over there working on 
these contracts that understands what he is doing. 

Mr. Greene. Mr. Fredell worked on this contract. 

Mr. Frepeuu. I worked on this contract, but I do not remember 
he details or the figures. 

Senator Matone. Will you read again what you are to pay for here, 
the refining plus these costs ? 

Mr. Frepewy. It will be the published price less the ocean freight 
per pound 

Senator Matone. I understand that. Skip that. That is in the 
record. Go down to where you are going to pay them in addition. 


1t 1S going to cost. 
giving me just 
»} 


1 time for me 
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ontert ( | Ot coul ( ! 
( \ memo L\ youl Hut it L memo ( ive ( 
( ( ( tracto ad to have invested | n 
dollars a 1 result of contract. Changing conditio (ruate 
Ly torce contractor nol to ship lead bullion as per contract. Col 
é | ited Youngs ha aoreed to the prop ed al endment Ve 
Inter LA tit, sl ome quest } ott be ra a a to pric 
cont! mended, when compared to preset t-day pl ce Ie 
Lie Iredell by il red tot ie effect t! t basi prices are et To 
tl lid and eXIst Y conti ict, and if this umenament 1 ot executl 
the orig l ontract be continued in Tore ! effect and Gove 
ent cost ised ording ly Mo} commented out « 
! docume! O ) ropost of possil 
Ol Ubsequel ( 0 Cl DA 1! 
I) i | iter heat l mich a the « e-quiartel 1 per p 
x O ec hea beer nd agre 
| { i ve \ ( { Cire no I I cule ul 
ley { f ¢ ) m ( tt MM 
} ! ‘ } ‘ e ap ( ( ZA { ( Il 
CO 1 Mexico would run from $14 to S16 p ton. tInasmu 
1 (rover! ent’ ! noe ost it Carteret IN a verage plod } 
to Grove ld benefit to t extent, pli iving resulting 
11 re ( ( r Q 1 fhe price oO! ( our of 1 e 
pel | Lid 
\\ ul { re nthe tace o1 [ iil vou ot a reductiol 
quarter ¢ ind raised the price ee O Vi ire Just abo 
tires ql tel ofa cent ll the red n \ ir negotiation 
Mr. Greene. Wait a min Senatol l am not an engines 
but I notice the original ntract—I am only a lawye 


enator Martone. You lawye1 write the contracts ‘Engineer 
ot do that. 
Mr. (AREENEB. We write the legal proy isions ot the contract, but ws 
take our technical information from the eng neers and the nevotiatol 
Senator Martone. Good. 





! ' t ‘ i ! ‘ 
w lone 
Mr. Forn. ‘To June 30, 19 
Senator Maronr. About 7 vi 
\Ir. Forp. Ye 
“ io! \I LONI (790 on to the ne t contraet 
| RI The other contract that we h ive f mr lead lon est 


t with Gibbonsville Minine & Exploration Co. in Idaho 
Senator Martone. We are through with all reion contracts now 
Mr. Forn. Yes, sir 
~ tor Maronr. Do we ive anv foreien contract 
\I CAREENI We are not tl Wo \\ th fore ry] ont ict 
Mr. Wausn. On lead 
MV ORD Were there l ovLhers o1 lead ? 
Vir. Greene. I am sorry I was thinking of zi 
Senator Martone. Let evo through with the 1 on contract 
i shed with leas Lt ZINC 
\I orp. We have fi ed with the forels n lead contract 
‘ itor M ALONE. ‘Then let us take the zine fore on contract 
\J i RD Wi nave a contract that was enters 
th Volcan Mins 5 f ‘J lio. Peru. The ontract pro ded for 


eC ill 


| into September ¥4. 


to double the ( Lp V oT their existing fac ite n Pe ru. Al | 
deration of that, we agreed to buy the exce or the increased 
luction and the total amount was 13.680 to The material 
e delivered over a period of 3 vears at the rate of approx 
£500 tons a vear. Production was required to commence o1 
\ aU, 1953. Thev were to be in production by Apr py), They 
fact get in product on and they produced a 60 percent zin¢ 
trate down ther wh } is h ppe | to the Un ted State ror 
ne, 
of Julv 30. thev had produced 6.000 to ind there wa ne 


nce by the Government 
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CERTIFICATE OF ACK VLEDGEMENT OF EXECUTION OF AN INSTRUMENT 


Province and City of Lima, Embassy of the United States of Americe 


I, J. Anthony A enta, consul of the United States of America at Lima, P 


du commissioned and qualified, do here certify that on this 7th d 
December 1951, before me personally appeared Felipe Beltr and L 
Rosenshine to me personally knov and known to me to be the i 
described in, whose na they subscribed to, and who executed th 
instrument, and being informed by me of the contents of said 
they duly acknowledged to me that they executed the same freely and 
for the uses and purposes therein mentioned 

In witness whereof I have hereunto set my hand and officia ea é 


and year last above writte! 


CONTRACT BETWEEN UNITED STATES OF AMERICA AND VOLCAN MINES Com 


THIS CONTRACT, entered into this 7th day of December 1951, effective as o 
24th day of September 1951, between the United States of America, herein e 
the Government, acting through the Administrator of General Services, h 
called the Administrator, and Volean Mines Company, a corporation orga 
and existing under the laws of the Republic of Peru, having its principal off 
at Lima, Peru, herein called the Contractor 

WITNESSETH : 

ArTICLE I. The Contractor agrees, at its own cost and expense, to expand 


tT 
t 
mining operations and construct a concentrating mill and other facilities in 


adjacent to Ticlio, Peru (hereinafter referred to as “new facilities”), suffi 
to increase Contractor’s production by 18,000 short tons of zine concent 
per year. Such production of zine concentrates from the new facilities is he 





inafter referred to as “new production.” The Contractor agrees to have 

new facilities completed and new production established at an annual rate 

18,000 short tons per year on or before April 80, 1953. The date of comme! | 
ment of production from the new facilities shall be deemed to be the firs 

upon which the new production shall have been established at an average 











of 18,000 short tons of zine concentrates per year, or April 30, 1953, whiche 

event first oecurs. Contractor shall notify the Government in ting of | 

date of commencement of production. ' 
ArTICLE II. Beginning with the date of comimencement of produc 

and during each successive period of twelve calendar months thereafter, ¢ 


tractor shall, at its own expense, export to the United States of Americ 
arrange for the receipt of not less than 18,000 short tons of the new prod 
until a total of 54,000 short tons of new production have been exportec 
received in the United States, or until the termination of this contract 
Contractor's option, an equivalent quantity of zinc concentrates produced ft 
the Contractor’s ore at other Peruvian concentrating facilities may be su 
stituted for new production, and the definition of “new production” f 
purposes of this contract shall include such zine concentrates so substitut 
Such vy production so exported to and received in the United States sha 
lisposed of in the United States of America as follows: 
(a) fifty percent of such new production shall be delivered to 
smelter or smelters in the United States located east of St. Louis, Mis 
or Chicago, Illinois, for refining into slab zine, and Contractor will ¢ 
the necessary contractual arrangements for such refining. The slal 
so refined shall be sold to the Government during the continuance of 
contract ; 
(b) the remainder of such new production shall be sold and del 
to any smelter or smelters within the United States of America under 
contractual arrangements as the Contractor may effect; 
(c) any and all contractual arrangements with any smelter purs 
to this Article II shall provide, among other things, that each smelter s 
agree: 
(1) to render to the Government quarter-yearly reports of t 
tities of zinc concentrates delivered to it pursuant to this contract, a1 
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l delive S made to the Government ith freight allow St. I 
uri, or Chicago, I ( ny dest tion h e | 1 
t of said points 
gE V. Beginn h the month after the arr f the fi shipme 
I w production 1 he United States of Ameri tl ( sha betwee 
j ind tenth day of each mor tify the G I he quantity ar 
| ib © } ‘ a n 2 t ] q 1 nt te h 
i ring ‘ i mont) | Gove ‘ ll, uy eceipt of 
ce promptly issue shipping instruc ms f 1id quantity of zine to be 
ed to the G ernment during the ucceeding 1 Col ac r, withou 
the G ni ‘ { l ng l £ £ l i ke i 
ents to the Government in accordance with the instru ns to be fur 
by the Government ) eries to the Government sh be f. 0. b 
elter where the zin efined ccept tl f eris f High Grade 
ne shall be f. o. b. cars at any United State melter located east of St 
Missouri, or Chicago, Illinois If rected by the Government, Contractor 
its best efforts to sell « ve sold for the nt of the Govern 
I l of the slab z purchased by the Govern hereunder, to effect 
eries thereof, and to make arrangements with a p on satisfactory to the 
nment to act as agent f he Government to « iymen herefo 
se services to be without charge to the Government 
the event that the Government fails to issue ping instructions by the 
ay of the month during which delivery of slab zin to be made pursuant 
ich notice by the Contractor as to delivery, the Contr tor shall cause any 
s h slab zine to be stored for account and risk of the Government at the smelte1 
the slab zine is ready for delivery Slab zine s tored shall be deemed te 
livered to the Government on the date of delivery ») storage. The slal 
stored shall be segregated and entified to show the title of the Gov 
ent thereto. Costs incident to stor and han r of such slab zinc not 
cess of 1,000 short tons at any one time shall not, for the duration of th 


act, be charged to the Government—costs incident to st« and handling 
ch slab zine in excess of 1,000 short tons at any one time shall, for the 
tion of this contract, be paid for by the Government at prevailing rates at 


ality of storage or comparable localities 
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STOCKPII ( \ ( A ( \ A yee 
XI. Th mi r pe rmance by ¢ 
( u excel provide n A e Il ‘ ded for a ] 
‘ to elays, interrupt es e majeure 
defined Sa ( e be ol he ¢ 
Contracts t or negligence a sot G 
0 Dap I ibolaLre ) Wil ene \ { i 
( ‘ ( re em ( : Gy el ol e | a 
( or the Government of tl he | rf ‘ ( s! t 
notice to he Governme ol oct rre ( tf any Lusé o be re l 
pplying hereunde r an extensic for perfor! 1c Phe 
tor’s obli on prod nee ( ( ‘ t is 
1 obtainil ] Cess lo) j i l ery 
nt, supplic nate in ervice f ( ired : 
XII. Cor ‘ f this con ct 
epresentat ocated in the United $ hall bv powered t 
matters relating t his nit Cor { ! ct t 
n Ve O Ser re thie » ra t I ose ¢ s of ¢ nt 
re to be performed within the Unit Ss es, bu ‘ he o gn 
o the Government hereunder l ay it of the Cor 1 Proof f 
presentatlo hall be g the Governie thin ) «dla of 
of execution hereof, and Contractor ‘ vy Government of any ¢l re 
uthorized representative at least 10 iVS In ad nee of such hange 
ArtricLE XIII. This contract, to the extent that S i er specified 
the Eight-Hour Law of 1912, as amended 10 U. S. Code 21-526) and is 
( ered by the Walsh ley Public Contracts A tl | Ss. Code te? 
ect to the following ms and provisior provided, however, that said 
s and provisions shall apply only to that portion of the work contemplated 
his contract which shall be performed within the geog: iphical limits of the 
ad States ts Territor ( possessions No bore ( mechanie doing 
if the work cor plated by n he emplo f the ¢ 
iny subcontrac mtracting for any f lid work, sha “ 
permitted te ore than eight h I in one calendar dav 
\ work at the site hereof, except upon the cor that compe it I 
to such laborer or han i rdance with the prov ms of this 
The wages of every laborer or me nic employed by the Contract 
inv subcontractor engaged in the performance f this contract shall be com 
ted on a basic day rate of eight hours per day and work in excess of eight 
per day is permitted only upon the condition that every such laborer or 
echanic shall be compensated for all hours worked in excess of eight hours 
er day at not less than one and one-half times the basic rate of pay. For 
h violation of requirements of this article a pena of $5.00 shall be imposed 
pon the Contractor for each laborer or mechanic for every calendar day which 
such employee is required or permitted to labor more than eight hours upor 
work without receiving compensation computed accordance with this 
j e, and all penalties thus imposed shall be withheld for the use and benefit 
Government; provided, that this stipulation shall be subject in all respects 
he exceptions and provisions of United States Code 7 e 40, sections 32 r+ 
| 825 (a) and 526, relat to hours of labor and compensation for overtime 
\RTICLE XIV. The representations and stipulations pursuant to the Walsh 
ey Public Contracts Act 1) Stat. 2036, as amended, 41 | Ss. C, 35-45) 
et forth in Regulation No. 504, as amended, of the Secretary of Labor under 
Act, are hereby made a pa of this contract the provisions of th 
' \ e apply only to that portion of the work conter ited by this contract 
h shall be performed within the geographical limits of the United States 
Territories or possessions 
| IcLE XV. The Contractor, in performing the work required by this n 
| sha not discriminate against any employee o1 pplicant for emplo el 
i se of race, creed, color, or national origit The Contractor shall inelude 
subcontracts a provision imposing ike obligat on subcontractors 
provisions of this Article app oO! to that port of the work con 
| ited by this contract which sh be performed t e geographie Limit 
United States, its Territories or possessions 
AR LE XVI. No member of or delegate to Congress esident mmissioner 
be admitted to any share or part if this cont t or to any benefit that n iy 
therefrom unless it be with a corporation for its general benefit 
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ARTICLE XVII. The Contractor warrants that he has not employed any rm 
son to solicit or secure this contract upon any agreement for a comm 
percentage, brokerage or contingent fee. Breach of this warranty shal 
the Government the right to annul the contract or, in its discretion, to ded 
from the contract price or consideration the amount of such commission, 
centage, brokerage or contingent fee. This warranty shall not apply to « 

ission payable by Contractors upon contracts or sales secured or made thi 
bona fide established commercial or selling agencies maintained by the Contract 
for the purpose of securing business 

ARricLe XVIII. The Contractor and the Government stipulate and agree t 
by reason of the execution of this contract, the Letter Order of the G 
ment to Contractor dated September 24, 1951, as amended, hereby ceases 
minates and becomes ineffective as of the date of the execution of this contr 
The entire agreement of the parties hereto is set forth in this contract 

This contract is entered into pursuant to the Defense Production Act of 195 
as amended (Public Law 774, 81st Congress; Public Laws 69 and 96 
(‘ongress ) 

UNITED STATES OF AMERICA 
By Irvine GUMBEL, 
issistant Administrator for Defense Coordination, 
General Nervices Administration 
Accepted : December 7th, 1951 
VoLcAN MINES COMPANY 
By Freie BELTRAN 
Chairman of the Boart 

Attest 

[CORPORATE SEAL] L. AERENI 

Senator Martone. They had delivered 6,000 tons of concentrate / 

Mr. Forp. No slab zine had been delivered. That is what | 
be delivered to the Government. 

Senator Martone. From the American smeltet 

Mr. Forp. From the American smelter. 

Senator Maronr. But they delivered 6,000 tons of 60 percent co 
centrates to the smelter. 

Mr. Forp. They have produced 6,000 tons of concentrates and 
livered them to the smelter, but there will be a lag of several mont 
before delivery to the Government can be effected. 

Senator Matone. And they finish this delivery when? [am speak 
ing of the 13.680 tons. 

Mr. Forp. About October 30, 1956. 

Senator Manone. I understand that the 15,680 tons is conta 
ZINC. 

Mr. Forp. Slab zine; yes, sir. : 

Senator Maronr. Are they committed to deliver the 13,680 tons 
that isa firm commitment, in any case ¢ 

Mr. Forp. No, sir. There are circumstances under which they 
terminate the contract. The Government’s commitment to pure! 
covers only half of their production. 

Senator Manone. Fifty percent? | 

Mr. Forp. Yes,sir. If they cannot operate and produce at capa : 

. y | 
and show no loss, thev are entitled to terminate the contract 

Senator Matonr. Do you have any way of checking their cost / 

Mr. Forp. In that event they are required to make a showing 
demonstrate that they are operating at a loss. There is also an 
figure. I think if the price of zine goes below 10 cents, they are al 
titled to terminate the contract. 

Senator Martone. I understand from what you said that we 
committed to take 50 percent of their production. 


/ 


} 


ry 
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\I Forp. As long as they produce at t | eK ed rate. 

mitteed to take half their product on 

“ wor MALon! What rate ¢ 

Vir. Forp. It i about 9.000 tons of zine a 

Senator Martone. What price? 

\I orp. Seventeen and one-half cent 

~ itor MALONR. Is that fn floor price? 

Mr. Forp, That is a floor price. 

Senator Martone. What is the ceiling price ? 

Mr. orp. There is no ceiling price. 

senator MALONE. Is the floor price deseribed is a floor price? 

\ir. Forp. It is described as a floor price 

a iLO! MM LONE, What would ndicate them vetting more for t 
he 1714 ? 

Mr. Foro. ‘The only way they would get more than 1714 cents would 

f the market price were in excess of 1714 cents. 

Senator Martone. Then they could sell it on the market. 

Mir. Forv. Yes, sir. 

Senator MALonr. Or if we elected to take it at the market price, 
wild sell us up to 50 percent. 

\fr. Forp. Yes, sir. 

Senator Maronr. But they are not compelled to deliver? 

Mr. Forp. They are not compelled to. 

Senator Martone. Do you advance any money to this company? 

Mr. Forno. No, sir. They put up their own money and they spent 

ething of the order of $900,000 down there. 

Senator Martonr. But no Government or semi-Government agency 


ere put up any money ¢ 


Mr. I’orpD. No. Sir. 

Senator M ALON FE. The description we have of the option is to 
nate the agreement if it ean be demonstrated that a substantial 
line in price in zine results in overall operation at a loss, or if the 
thly average of the East St. Louis price for prime zine as pub 

hed in Minerals and Metals Journal shall be less than the 1414 

ts per pound for 3 consecutive calendar months; is that also a 

rt of the contract ? 

Mr. Forp. Yes, sir. I think that is the contract. I think I said 

cents. I was relying on my memory. I did not realize it was 


Senator Martone. It has been under the 1414 for several months 

Mr. Forp. Yes, sir. 

Senator Matone. Then they are committed now to deliver you any 
o? 

Mr. Forp. That is right. 

Senator Matonr. Do you have any such right reserved to the 


Government here that you can stop buying if you want to? 


Mr. orp. No. we do not. 

Senator Matonr. You are committed ? 

Mr. orp. We are committed. That wa the consideration for 

m investing their money. 

Senator Matone. Apparently from the record you had about 9 
r contracts at the time you made this contract that run from 
to 1714 cents. That is domestic contracts We will cet to 


if pretty soon. The company, aiso, according to our record, Las 
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Opl O! LO ubstitute Tol ew produ tion hh equiva qua 
concentratl proauced Prom ts othe Paciiitie Wwherevel 
piey ( ited | le eXpu 0 estimated to Ost ‘ 
ol re { ( Ol pDpro l Lely POO OOO w 1 vou a 
ment c 13 Lhey tl ul Hie produ Ol, TVoOnn ¢ ( 
i they ad he ! productlol ere { { to thr Xt 
1 have « ree ad 
Mr. Foun. 1 am sure, Senator. that that provision for sub 
(Lor l { rt ( el oT tive Obl eutio { 1] il i} rey 
il tro thre feud Lie i ol ir word hey cnhh onl 
1 l | ! l othe LL i 1h ( j 0 t ( ( ( 
} ( wed TI th e Tire lite BB 9 obligation te Oi 
Liles¢ u ( Dust 
me tor MALONI \\ Ol Led it part | 
Words, V Vou i\ ‘ | i aa 8 V ao hot ¢ 1) a - wei 
Ti pul ( il reont ict, the ] tit rhie Ole | { 
tract, that ih the nanher they have Horeed to ao, they oul 
ubstitute zine from other facilities. 
Phe information referred to follows 
G AL S ADMINIS ATIO 
I PROCUREMI SERVIC 
Washi \, me & Vorembe Ee. J 


Hon. Grorce W. MALONE, 
Chairman, Interio and Ii iia { a xs C'ommittlee 
Senat Office Building, Washinaton, DD. ¢ 

DEAR SENATOR MALONE: During the hearing before your committee on Ov 
16, 1953, you inquired as to the provision of contract No. GS—OOP(1T))—1208 
entered into with Vulean Mines Co. which provided an option to the cont: 
to substitute a equivalent quantity o Ine concentrates produce f 
contractor’s ore at other Peruvian concentrating facilities for new produ 
Which it was required to sell to the Government It was testified tl 
provision for substitution did not relieve the contractor of the obligation 
produce an equivalent amount from these facilities 





A closer vie of this transaction and consultation with counsel fi 
the testimony) Che obligation to produce the tonnage required undet i 
contract is basic and substitution from other company-owned facilities j 
mitted as a matter of convenience only in the event that the obligati: 
produce from the facilities provided under the contract has been performe 

I might add that this interpretation is accepted by the company On S 


tember 24, 1953, company representatives discussed with this office a prop 
crease their deliveries to the Government above the 50 percent of 


duction without change in the total amount of the contract This was 
firmed by letter on September 28, 1953 The proposal was declined on Octobe 
6, 1953, because we were unable to conclude that any advantage would 
the Government and called the company’s attention to the provision for 
ition if it found operations to be burdensome 
\ vours 


JoHN G. Forp 
icting Chief. Contracts Administration Bray 


Nh korp. | AC 1 correct, If they do hot expand thi Cry) 


and if they do not produce from this expanded capacity, they d 
have the rieht to substitute. 

sennarol NMIALONE. Here } apparently Lcopv of the contrnet 
t he ith of Decen bet 1951, eertilicate ot acknowledgen nt oF 
tion of an Instrument, and it 1s signed D\ J Lnthony Armento, 


of the United States of America. It savs in article 2,“ At contr 


it quantity of zine concentrates produced 


} 
{ 
I 
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‘ ore other Pe 
ed Tor me prod { i { | prod 
purp f this cor 
titutead 
Pha jodified in another part of the 
\| kort I \ e if \La | ( 
Senator MALonr. Ye 
Diseu mt off the record 
~ tor Martone. We ¥ CCE Ov 
TaN _— 
ereupon at 3:45 p _ <4 
()etober li. Yoo. at: 50 all 
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STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 





SATURDAY, OCTOBER 17, 1953 


UNITED STATES SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS, 
AND Furts EcoNoMICS OF THE COMMITTEE 
ON LNTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

[he subcommittee met, pursuant to recess, at 9:30 a. m. in the 
mmittee room, 224 Senate Office Building, Washington, D. C., Sena- 
or George W. Malone, Nevada, chairman of the subcommittee, pre- 

: ding. : 

Present: Senator George W. Malone, Nevada (chairman of the 

bcommittee ). 

\lso present: Jerome S. Adlerman, counsel to the subcommittee; 

omas IF. Flynn, subcommittee assistant counsel; George B. 
llolderer, member of the professional stall of the subeommittee: and 
Richard G. Sinclair, subeommittee accountant. 

Senator Matonre. ‘The committee will be in order. 

Mr. Walsh, you had some corrections or additions to the record of 
esterday ? 


STATEMENTS OF A. J. WALSH, COMMISSIONER; IRVING GUMBEL, 
DIRECTOR, MATERIALS DIVISION; CHARLES W. GASQUE, JR., 
ASSISTANT GENERAL COUNSEL; ALBERT H. GREENE, ASSISTANT 
GENERAL COUNSEL; CLARENCE FREDELL, ACTING CHIEF, EX- 
PANSION BRANCH; JOHN FORD, ACTING CHIEF, CONTRACT 
ADMINISTRATION BRANCH, MATERIALS DIVISION, EMERGENCY 
PROCUREMENT SERVICES, GENERAL SERVICES ADMINISTRA- 
TION; AND MAX K. MEDLEY, COMPTROLLER; R. J. LIPPOLT, 
DIRECTOR, DEFENSE ACCOUNTS DIVISION; VICTOR ERICKSON, 
FINANCIAL ANALYST, OFFICE OF THE COMPTROLLER; JOHNSTON 
RUSSELL, DEPUTY DIRECTOR, CREDIT AND FINANCE DIVISION, 
OFFICE OF THE COMPTROLLER; JOHN CROSTON, PROGRAM 
BRANCH, MATERIALS DIVISION, EMERGENCY PROCUREMENT 
SERVICE; R. E. WILSON, MATERIALS DIVISION; H. G. HYMER, 
INSPECTOR, FEDERAL SUPPLY SERVICE, GSA; ROGERS WAUGH, 
EXPANSION BRANCH, MATERIALS DIVISION, EMERGENCY PRO- 
CUREMENT SERVICES 


Mr. Wausn. Yes,sir. In giving testimony yesterday on the amount 
of copper coming out of Canada for stockpile, I failed to include in 
those figures the amount of copper which was being generated by 





361 








362 TOCKPILING STRATEGI( AND CRITICAL MATERIALS 


International Nickel Co., and the Sherritt Gordon Mines, as part 
their nickel production 

In the case of International Nickel, it is 30 million pounds of coy 
per for the period January 1, 1954, to December 31, 1958. The pr! 

the average market price at the time of delivery. No advances of 
funds were mace. 

In the case of Sherritt Gordon Co., the amount of copper generate 
through the nickel program is 25 million pounds and that wo 
delivere Lovel 1e pel lod January L954 to Decembe1 LDS. | ie pl 
is the average market price at the time of delivery. No advances 


1? ] ] 
Invoived, 


Ph information is contained in the exhibit which I am o 
tol the record. 
exhibits submitted for the record are as follows: First. the 1 ‘ 


and addresses of all the companies from which we have pur 
rubber. Th exhibit also contains a lst of names of purchase! 
rubber that were made at the time the Government was made the ex 
ive buyer of rubber. It is identified as wash contracts. The reaso1 
for that is that this is rubber that had been bought by these companies 
prior to the Government taking over control. It was in the pipeline 
flowing to them. Therefore, for the purpose of the record, we a 
cepted title, and immediately transferred title to the original buye1 
Therefore, they are called wash contracts. 

Senator Matonr. That will be exhibit No. 2 of Mr. Walsh’s test 


mony. ; 
(‘The document was marked as “Exhibit No. 2” and filed with thi 
ecord. This data appears in the record on p. 89.) 
Mr. Wausu. The next exhibit is that nickel and the coppet 


generated as a result of that nickel operation with the Internationa 
Nickel Co., and the Sherritt Gordon Co. This list contains the nam« 
of the officers of the company and the addresses of the companies. 

Senator Matonr. That will be accepted and filed as exhibit No. 3 
of Mr. Walsh’s testimony. 

(The document was marked as “Exhibit No. 3” and filed with the 
record; it appears on pp. 245, 247, 257.) 

Mr. Watstrr. The next exhibit is the photostat of the contract wit! 
the Hudson Bay Mining and Smelting Co., Ltd., of Canada, for 30,001 
tons of high grade zine. It also contains the names of the officers 
of the company and their addresses. 

Senator Matonp. That is accepted and filed as exhibit No. 4 of 
Mr. Walsh’s testimony. 

(The document was marked as “Exhibit No. 4” and filed with the 
record: it appears on p. 3YS. ) 

Mr. Wausu. The next isthe photostatic copy and amendments to the 
lead contract with the Compania Minera de Huehuetenango, and ac 
companying letter, giving the names of the officers of the company 
and their addresses. 

I should like to call your attention to the fact, sir, that at the time 
this contract was entered in with a floor price of 17.342 and a ceiling 
price of 20.342, the market price was 2114 cents a pound. ‘That is in 
the exhibit. 

Senator Matonr. What is this for, the zine? 

Mr. Watsu. No, sir. This is the lead out of Guatemala 
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| nae - 

Mr. J ‘ELL. Fo r copp ompanies, } I 

~ Matonr. Four copp oO} ( Afi L beheve 
ut t npa d principally 

\ir. Fro King LA 


1] i 
Senator Martone. Do you have a dea how ownership 
ind what the American ownership represents ? 
Mr. Frepveitt. No; I do not. 
Mr. Croston. Two of the companies are American controlled. 
ul trol { by the Aj \ Metal ¢ ihe other t ) 


M { ROSTON The Re cll (ntelope ¢ opper M rie . Ltd.. and Muful ra 


senator Martone. T] Americal Metal Co. has the ee ntrolling 
{ these two companies ? 

Mr. Croston. Yes. Minority interes ire held in England and 

Sout Africa 
Senator Manone. Are the minority stockholders le up of the 
Brit Government or co} lpanies organ zed in Britain ? 

Mr. ¢ ROSTON, Tomy Ky owledge I do not believe there sany By tish 

rovernment interest in it. 

= tor Martone. But they are British companies ? 

M Croston. No, they are no longer Brit sh companies to the best 
know lecdoe. I th nl all foul of the m have « hanged their domi 
northern Rhocdk sia in orde} to escape the heavy taxation. 

~ itor Maronr. Even Amet in companie re organized 

Mr. Crosron. The four companies were United Kingdom companies, 


they have changed their domicile to Northern Rhodesia. on a 
of taxation. 
senator MALONE. Taxation n Enegla 
Mr. Crosron. Yes, sir. 
Senator MALonr. Ther these two compat es co trolled by the Ame! 
company, the American Metals Co. are separate entities and 
rganized in Rhodesia: is that right ? 
Mr. Crosron. I believe now they are. They were originally organ 


red in the U. K. I believe they are now Nort] rn Rhodesia corpo 
itions 

Senator Martone. But in any case, although controlled by an 
\(merican company, they are not organized in the U1 ted States. and 
iv no allegiance to the United States In other words, thev are not 
(merical companies. 
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Mr. Crosron. That is correct, sir. Of course, the founder of 
both con panies was a (merican mini Y engineel It was A. Ch 


Senator Matonr. Does he own anv of the stock ? 


Mr. Crosron. He has the controlling interest. He founded 


and Wi tiie ontroliing inte { them To eal Hy old 
terest to the Cee  Ehstal Co. 
=~ itor Mare NE. But they ire RI Lt ‘Ompante 


Mr. Crosron. Yes, sir. 
Senator Matonr. Africa 
Mr. Crosron. Ye 
Senator Maronge. With no connection here as far tay 


eerhmeda, 


Mr. ROSTON. To the best of my knowledge, that is true. 


senator JMIALONE. Chen Our COMpans did the same a the Bnge| 
ComMpanles ; Lo escape tiie taxation in Eneland, the \ made the 
Rhodesian companies 

— 


Mr. Crosron. Yes, sir. 

nator Matonr. Are these four companies that the Export-Import 
Bank of the United States loaned $21 million to their operations? 

Mr. Crosron. | believe the bank made a loan to the Rhodesiat 
Congo Border Power Corp., which was an entity set up to build the 
powerplant to service these four mines, all four having suffered fror 
a shortage of power for some years, and inability to turn out a max 
mum amount of copper. 

Senator Martone. For what period was this loan made? 

Mr. Crostron. I have to refer you to Mr. Fredel! for that info1 
tion. 

Senator Manone. Mr. Croston, I am interested in this America 
Metals Co. They own a controlling interest in two of these con 
panies. Name the two pomipenite 

Mr. C’ROSTON. Roan Antelope ( ‘op per Mi hes and Mufti lira Copp 
Mines, Ltd. 

Senator Matonr. Who is the president of that company ? 

Mr. Crosron. Of American Metals? I think Mr. Hochschild. 

Senator Matonr. Does he have any initials? 

Mr. Crosron. H. K. He is the chairman of the board of America 
Metals. 

Senator Maronr. Is he in New York? 

Mr. CROSTON. Yes. 

Senator Matonr. And that is the address of the American Metal 
Co. ? 

Mr. Crosron. 62 Broadw Ly, I think. L am not certain of that 

Mr. Wausn. I think that is right, 62 Broadway. 

Senator Martone. Then the American Metals Co. negotiated the 
loan with the Export-Import Bank for $21 million? 

Mr. Crosron. I am not familiar with the details on that. I prefei 
to refer to the contract people. 

Mr. Watsu. Mr. Fredell, can you answer that question ? 

Mr. Freveti. Unfortunately, in spite of having all these files here, 
that is one we did not pull out last night. In general, these four 
companies guaranteed the return of this loan. The loan is guaran- 
teed by the repayment of copper by the four participating companies, 
the four companies who are interested in this power. 
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Name the four companie that og iranteed the 


FrepeLL. Mulfulira, Rhokana. N’Chane d Roan Antelone 


itor Martone. They guaranteed the loan. Somehow we used 
ruaranty business a little loosely. When we talk about an Ar 

mpany or Americans going to a bank lal inteeing a loan, they 
uly sign a note which means he is responsible for the repaym 


\ir 


\] 


~ 


Mr. 


ow did they vuarantee thi loa ? 

Frevett. This loan was made in the Export-Import Ba 

( ther wa a ao ment Oo ed bv these rou eomp nie 

itor Matonr. What does that document euarantee, and | 
FreDELL. That they will pply the » t 

‘repaying the | in In copper. 

itor Martone. They will supply the copper to who 

Frepei.. ‘To the power com] y 

tor MALon} \ t | powel oO! \ 1 wha 

/ 

KREDELL. Turns it over to the United States Government 
ment of the loan. 

tor Matonr. What price? 

FreDELL. I would not rely on my memory on that. I will 
the contract over here for you. I am informed it 1s the market 
t the time of delivery. 

itor MALONE. Do you ounarantee to liver all the opper that 


mine there to the Government ? 


FrepenL. No: 


nator MALon} 


thev guarantee to deliver sufficient to pav t 


I should have asked that question in a little dif 


WAV. Do they Vuarantee delivery or e ough coppel Lo } 


oan ¢ 


{ 


FREDELL. Yes, sir 
itor MALONE. 
il ty- the assets ol these companies ¢ 


Wi if . the rl iranty ( What ! behind the 


( 


/ 


Mr. Frepei.. I suppose the assets of these four compani 


Nn, 


M 


~ 


M 


nator MALONE. 
r. FREDELL. 
ator MALONE. 


furnish it to the 
r. Frepeuu. Yes 


No. 


Are you sure of that? 

I am not sure just how the loan agreement reads 
Will you find out for the purpose of the record, 
reporter not late? thar Monday ? 

, SIT. 
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| forma is follow 
I Jur ) 
Hl? GOVERNMENT OF THE UNITED 
i ) MERICA 
ACTING THROUGH EXPORT-IMVPORT 
BANK OF WASHINGTOS 
AND 
{oD INGO LT ir OW 
CORPORATION LIMI I) 
\ \ 
' 
| 
i \ ent ( i ed ito entee! of Ju ' 
y and between Ruopestra ¢ » Borper Power Corroratron Limirep (he 
illed “I ( I ‘ on o7 nize nd l 
N er Rh 1, and Ex IM Po! | K « W ASHIN her { 
i Eximb n Age y of the United States of Ameri 
W is | er ( pol ! \ plic Eximbant 
e of ere of 1 » EXCEE \ ty \ 1] Hundred The | 
i $22,400,000) to assi finan ¢ the cost of a program which | 
rease the supply of electric power to various mining companies in order tha j 
latter can increase the production o pper and cobalt; and 
WuereEAS the United State America, acting by and through the Defe 
Materials Procurement Agency (heerinafter called “D. M. P. A.”’), is prepare 
nter into a contract (hereinafter called the “ID. M. P. A. Contract”) with P 
poration pursuant to which Power Corporation will be obliged to se 
| M. P. A. copper and cobalt lued at Twelve Million Dolla $12,000,000 
such greater Liu s Shall be necessary to satisfy Power Corporation's ol 
on to Eximbank pursuant to this Credit Agreement; and 
WHE! Ss Mufulira Copper Mines Limited (hereinafter called Muf 
Nehanga Consolidated Copper M ss Limited (hereinatft« called “Nehanga 
Rhokana Corporation Limited (hereinafter called “Rhokana”’) and Roan At 
lope Copper Mines Limited (hereinafter called “Roan Antelope”), said Corpor 
0 being the holders of all the issued shares of Power Corporation, | 


indertaken to supply copper and cobalt to Power Corporation to enable Powe 
orporation to satisfy its obligations under the D. M. P. A. Contract; and 

WHEREAS pursuant to the Defense Production Act of 1950, as amendes 
Executive Order No. 10281, D. M. P. A., an Agency of the United States Gove 
ment, has certified to Eximbank that the program to be undertaken by Power 
Corporation for which this financing is sought is essential and in the interest 
of the national defense; and 

Wirereas the extension of such credit will expedite production and delivery of 
in essential material under a United States Government contract ; 

NoW, THPREFORE, In consideration of the premises and the mutual covenants 
herein contained, it is agreed by and between the parties hereto as follows 


ARTICLE I, PURPOSE AND DESCRIPTION OF THE PROGRAM BEING FINANCED 


[The purpose of the credit established under Article IIT hereof is to assi 
Power Corporation in financing the cost of a portion of an expansion program 
which will increase the supply of electric power to various mining companies 
n order that the latter can increase the production of copper and cobalt. 

The expansion program and the particular costs to be financed with funds 
idvanced through Eximbank are described in detail in a report entitled ‘“Tech- 
nical Survey of Existing and Future Undertakings” transmitted to Eximbank 


by Northern Rhodesia Power Corporation Limited’s letter dated October 3, 
1952 

It is mutually understood and agreed that, although the total cost of Power 
Corporation’s expansion program is estimated at the equivalent of about Thirty 
Three Million Nine Hundred Thirty-Six Thousand Dollars ($33,936,000) funds 
advanced through Eximbank shall be used to finance only that portion, ear 
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Vy oO this 

’ onditionally 
paymen i due f ty I i » ‘Th 20)! he prinecipa 
owed to i libank or it u : rR Corporation pursuan 
Agreement Said document a uariante hall b n substant 
ind text « x<hibit “B” hereto 


LE V. CONDITIONS PRECEDENT TO THE OPERATION OF THE CREDI 


is mutually understood and agreed that this Agreement shall not 


case be operative until 


certain conditions precedent have been met. Thess 
ditions precedent, which are to be met prior to the making of any disbursem: 
pursuant to Article VII hereof, are: 

1) Execution of the D. M. P. A. Contract, in a form satisfactory 
Eximbank, whereby Power Corporation agrees to sell and D. M. P. A. a 
to buy copper and cobalt of Northern Rhodesia origin of an aggregate 

f Twelve Million Dollars ($12,000,000) or such greater value as shi: 
sufficient to repay Power Corporation's obligation hereunder and the exec 
tion of undertakings by the mining companies (Mufulira, Nechanga, Rhokana 

and Roan Antelope) to exercise their power as the holders of all the iss 
shares of Power Corporation to procure the latter to carry out its obligat 
to the United States Government under the D. M. P. A. Contract ; 

(2) Execution of a contract satisfactory to Eximbank whereby the m 
companies (Mufulira, Nehanga, Rhokana and Roan Antelope) undertake 
provide Power Corporation with sufficient copper and cobalt to satisfy 
aforementioned D. M. P. A. Contract; 

(3) Execution and transmittal to Eximbank of a copy of each of 
agreements, which must be satisfactory to Eximbank, establishing the 
ating and financial bases of the relationship between Power Corporation 
the mining companies, listed above; 

(4) Execution of the contract between Power Corporation and U 
Miniere du Haut-Katanga referred to in Article I hereof and transmitta 
Eximbank of a copy of said contract; 





11D 
st, to pay interest accrued and unpaid, a 
d, to pay the « rent instalment of ly 
Eximbank sh i Fifty Thousand Do 
nt of interest by Eximbank) upon which Exim 
nless instructions to the « trary 


ration) to meet future interest 


irth, any remain nonies shall be lied (3 if they are rece 


r before June 1, 19 to reduce the a ate amount of advances out 
. receive i 1 1, 1957, to pay future 


erse order 


ANCES UNDER 


necessary oO rein 
f inancing hereunder, Exim Will make 
t of Power ¢ ‘ation in 
“1 bv Power C tion rhe ¢ equivalent 
mmputed at the buying t ‘ nited States Doll 

ling in London at the close of busine the business day preceding 
the request for reimbur en rhe Times newspaper 
Requests for reimb ‘ment shall be a mpanied by the following 

ts and statements orm bstance satisfactory to Eximbank: 
\ statement of expenditures which are the bs or the request and which 
not been reported in any previous statement submitted hereunder. This 
ent shall satisfactorily relate such expenditures to the program described 
Article I hereof. Expenditures shall be categorized in the same manner as 
estimates submitted by Power Corporation to Eximbank under date of 
er 38, 1952, or modifications thereof “ee between the parties. Ex- 
ures shall be segregated according to the currency in which payment was 
With respect to each expenditure, this statement shall specify the date of 


nent, the name and address of the vendor, a description of the item purchased, 
urpose for which such expenditure was made, or, in the case of payments 
bor and services, the nature and } of performance With respect to 
expenditure pursuant to contract, ft atement shall specify the contract 
purpose for which the expenditure was made. In lieu of receipted invoices 
other evidence of payment, the expenditures may be certified by an inde 
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( howeve he nied 1 ‘ le } 
Lb. With t te en ire referre paragray 4 } 
ee ‘ d ‘ . 1 d ¢ eprest f ' 
Cort ition { ' 
\ } f ‘ t t T T ( t i 
\ I d Ii eot ' 
NX ¢ ( y ? } , he ‘ ? | 
i ‘ a . ‘ ee or \ KT Y Pp t 
\ hn ¢ n P ( ( ! I \ i I j 
ny persor ( I i n nd that no rebate, discow i 
‘ ipt other than those set forth in the itemized state ent : 
or W e, knowingly received, shared with, or passed on by Powe t 
tio or b i fliliate ‘ associates, to any person or ol n ' 
C. Such add il documen or information as Eximbank may 
to time reasonably request 
It understood and agreed that no request for reimbursement sh 
amount smaller than One Hundred Thousand Dollars ($100,000) 
It is further understood and agreed that Power Corporation may f 
to time submit itemized statements of eligible expenditures in exces 
I il il hel (j | | t 
earried forward and n be the basis, in whole or in part, for a f 
Al I¢ VITIT \VAILABILITY AND RIGHT OF SUSPENSION 
Disbursements shall not be made under the line of credit herein ¢ 
subsequent to the close of business on May 381, 1957, unless and to the 
that Eximbank may give it written consent to disbursements therenfte 
In the event that progress on the prograt described in Article I hereof 
any time and for any reason in the judgm«e of Eximbank seriously interruy 
suspended or materially delayed, Eximb: may ifte frivil cabled 
Power Corporation, suspend all disbursements and shall not be obligate 
ma inv further disburse ! intil shall have received ¢ ( S 
to Eximbank that i interruption, suspension or delay ‘ te 
and the cause or causes thereof eliminated or corrected; provided, howe 
, h suspe1 n be without prejudice to the right of P er Cory 
to n reimburse I for expenditure made by Power C¢ oO! 
to the deliv of a notice of pensi provided, f her, tha ! 
shall not opera to relieve I er ( no of any obligations in ‘ 
respect to d eme the fore « there f made i 
credit An) bled m f el n directed to P er Corporation sl 
f e upon being d ere cable office addressed to it at Kitw Ni 
Rhodesia 
ARTICLE IX NEC IV PLED 
It is the mutual intention of Power Corporation and Eximbank th 
debt shall enjoy any priority over the debt created pursuant to tl \gree 


by way of a lien on assets of Power Corporation. To that end Power Cor] 





specifically undertakes that except as Eximbank shall otherwise ree 
lien shall be created on any assets of Power Corporation as security 
debt, s en shall ipso facto equally and rat vV secure the paymen 


principal of and interest and other charges for which Power C 
obligated pursuant to this Agreement, and that in the creation of 
express provision shall be made to that effect. 





ARTICLE X. PROGRESS REPORTS, FINANCIAI FORMATION AND INS 10 


A. Progress Reports 
Within thirty (80) days after the end of each quarter ending Marc! 1, J 


30, Septembe r 30 and December 31, subsequent to the signing of thi Agret 
ment, Power Corporation agrees to transmit by airmail to Eximbank, eif 
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or futu laws of the United States or any existing or future re 
iny agency or departinent thereof to manufacture, produce, purchase 
export any materials or equipment to be financed hereunder 


ARTICLE XIlL. MARINE INSURAN(¢ 


All United States materials, equipment and services, purchase of wl 
financed hereunder and which are exported by ocean vessel, shall be ' 
against marine and transit hazards to African port of entry under | 
of insurance satisfactory to Eximbank, payable in United States dollars. | 
iums for any such insurance will be eligible to be tinanced under th 
only with respect to those policies of insurance which are placed in the | 
States market 

RTICLE XIIL, MARINE TRANSPOR riON ' 
' 

All machinery, equipment, materials, and supplies, the purchase of w! ' 
to be financed in whole or in part and which shall be exported by ocear 
from the United States shall be transported in vessels of United States reg 
as required by Public Resolution No. 17 of the 73d Congress of the United $8 
except to the extent that Eximbank may be authorized to waive such req 
ment as provided in said Public Resolution. | 


ARTICLE XIV. EVENTS OF DEFAUL' 


Upon the occurrence of any of the following events: 

A. If Power Corporation fails to pay when due the interest on iny 
ment of principal of the promissory note issued hereunder ; or 

B. If any representation or warranty made herein proves to be inecorrs 
any material respect; or 

C. If Power Corporation fails to comply with any terms, covenant or pr 
sion herein contained and such failure remains unremedied for a_ perio 
thirty (80) days after written notice thereof shali have been given by regi 
mail to Power Corporation by Eximbank; or 

D. If any of the franchises, permits, rights or privileges granted pursuan 
or existing by virtue of law or other valid legal authority, required for 
conduct of the business and operations of Power Corporation is revoked, ca 
celled or otherwise terminated in such manner as in the opinion of Eximl 
shall materially and adversely affect Eximbank as the holder of the promiss 
note issued pursuant hereto; or 

BE. If Power Corporation, or any of the guarantors referred to in Article I\ 
hereof, mrakes an assignment for the benefit of creditors; files a petitio: 
bankruptcy; is adjudicated insolvent or bankrupt; petitions or applics 
tribunal for any receiver, trustee or any similar officer appointed by any 
or executive department to liquidate or conserve it or any substantial part of 
its property; commences any proceeding relating to it under any solvency 
organization, arrangement, readjustment of debt, dissolution or liquidation law 
or statute of any jurisdiction either now or hereafter in effect, or if there is 
commenced against it any such proceeding which remains undismissed fo 
period of sixty (60) days or if any of them by any act indicates its consent 
approval of or acquiescence in any such proceeding for the appointment o ' 
receiver, trustee or similar officer to liquidate or conserve it or any substantia 
part of its property, or suffers any such receivership or trusteeship to conti 
undischarged for a period of sixty (60) days; THEN, and in every such eve! 
the promissory note issued hereunder and all instalments, together wit 
crued interest thereon, shall immediately become due and payable at the op 
of Eximbank upon declaration to that effect delivered to Power Corporatio! 
Eximbank and any security which may have been granted to or obtair 
Eximbank pursuant to this Agreement shall forthwith become enforceable 
Eximbank shall not be obligated to make further advances. 


ARTICLE X\ AS TO PAYMENT OF TAXATION NOTE, AND AS TO EXPENSES 


Any taxes, duties or charges levied by or within the United Kingdom of G 
Britain and Northern Ireland or the Territory of Northern Rhodesia 
taxing or political subdivision of either of them upon the promissory note is 
and delivered to Eximbank by Power Corporation as provided in Artic 1 


hereof, shall be paid or provided for by Power Corporation and, if de 
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ent of principal or interest, shall be reimbursable by Power Co ir 
lemand in United States dollars to Eximba1 
ements, certificates S « er ( ‘ nfo 
| ed to Eximbank hereunder shall be without cost I ibank Powe 
shail reimburst Eximbank u reasonabl 
i nd expenses wludil p I Ices ¢ é Urse 
d by I:ximbank in connection with ‘ ( f the credit d 
| ( ible Costs an e\ pense ( t egal Tee ( 
nk in connection witl he e! ct \greement aft 
P er Cor] it e ent emel! e] ry I 
reto 
CLE XVI. AUTHORITY Ol EPRES 4 AL OPINIONS 
ine condition precedent to the making of any disbursement 
' ait reby establ f Powe ( pol ‘ 
' 
Kvidence ot he authority o thie perso! ( persons Who sign 
(\vreement, the asignment of 1 es due under the D. M. P. A. Contract 
e promissory note provided for herein, together with the authenticated 
' en signature in duplicate of each such perso and 
i b) An opinion or opinions of counsel satisfactory to Eximbank, demor 
i ey to the satisfaction of Ix n that Power Corporation is organ 
nd existing under the rthern Rhodesia and duly authorized 
business in Northern that Power Corpor ion has taken a 
required by law to authorize the contracting of the credit herein 


ished; that this Agreement as signed on behalf of Power Corporatior 
mies due under the D. M. P. A 

ract are legally binding in accordance with their terins: and that the 
issory note to be issued and delivered to Eximbank pursuant hereto 
en and as issued will constitute a legal and binding obligation of Power1 


the assignment by Power Corporation of 






ration in accordance with its terms; and 
¢) Evidence of the authority of the person or persons who will siz 
behalf of Mufulira, Nchanga, Rhokana and Roan Antelope the guarantees 
erred to in Article IV hereof, together with the authenticated specimen 
gnuture in duplicate of each such person ; and 
d) An opinion or opinions of counsel satisfactory to Eximbank, demon 
iting to the satisfaction of Eximbank that the said guarantors are cor 
wrations organized and existing under the laws of the United Kingdom 
Great Britain and Northern Ireland, and that each of them has takea 
action required by law to authorize the giving of its guarantee; and 
it the guarantee of each of them is legally binding on each of them in 
cordance with its terms 
e opinion or opinions shall refer to all pertinent laws, powers of attorney 
tions and other documents, and if Eximbank shall so request, shall be 
supported by certified copies thereof. 





ARTICLE XVII NON-WAITVER 


ire or delay on the part of Eximbank in exercising any of its rights u 
e or in part hereunder shall not constitute a waiver thereof or of any 
right granted to Eximbank under the terms of this Agreement 
VITNESS WHEREOF, Export-Import Bank of Washington has caused this 
elment to be duly executed in duplicate at Washington, District of Columbia 


l States of America, as of the date first above writtel and 
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Import BANK OF WASHIN 
EDGERTON, 
Ch wa hn, 


SIDNEY SHERWOOD, 


(‘onco B 
LIMITED, 
PHILLIMORE, 


[6d. Northern Rhodesia Stamp] 


\rcH W AND 


EXHIBIT A 
RHODESIA CONGO BoRDER POWER CORPORATION LIMITED PROMISSORY 


FOR VALUE RECEIVED, Rhodesia Congo Border Power Corporation 
Kitwe, Northern Rhodesia, hereby promises to pay to Export-Import 
Washington, or its successor, the principal sum of Twenty-Two Million | 
Hundred Thousand Dollars ($22,400,000), United States currency, or such 
sum as may be advanced against this note and entered upon the sch 

n the reverse hereof and be from time to time outstanding, in instalme 
set forth below, with interest to be paid as set forth below, at the rate of 
percent (5 percent) per annum Both principal and interest are payabl 
the office of Export-Import Bank of Washington, in the City of Washingt 
District of Columbia, in lawful money of the United States of America, wit 
deduction for or on account of any present or future taxes, duties o 
charges imposed or levied against this promissory note or the proceeds 
holder hereof by or within the United Kingdom of Great Britain and Northe 
Ireland, or the Government of the Territory of Northern Rhodesia, er 
political or taxing subdivision of either of them 

Interest on this promissory note shall be due and payable on each first d 
of June and December after date at the rate of five percent (5 percent) | 
annum on the aggregate amount of advances made against this promissory 
to Rhodesia Congo Border Power Corporation Limited by or on_ behalf 
Export-Import Bank of Washington, which are from time to time outstanding 
and unpaid 

The principal of this promissory note shall be due in ten (10) equal su 
cessive semiannual instalments. Each instalment of principal shall be t 
percent (10 percent) of the aggregate amount of all advances, not previ 
repaid, owed by Rhodesia Congo Border Power Corporation Limited to E 
Import Bank of Washington on May 31, 1957. The instalments shall be 
and payable on each June 1 and December 1, commencing on December 1, 

The maker hereof has the right to prepay on any interest date without pe! 
or premium, all or part of the principal of this promissory note. 

This note shall be valid and enforceable only to the extent of the agur« 
of the advances, from time to time outstanding, made by or on behalf 
Export-Import Bank of Washington. 

This note is issued pursuant to a certain Agreement between Rhodesia ¢ 
Border Power Corporation Limited and Export-Import Bank of Washir 
dated the 17th day of June, 1953, establishing a credit in favor of Rhod 
Congo Border Power Corporation Limited of not to exceed $22,400,000 and 
subject to the conditions and provisions thereof. 

Export-Import Bank of Washington or its successor is entitled to the be 
of certain guarantees given by Mulfulira Copper Mines Limited, Nchanga 
solidated Copper Mines Limited, Rhokana Corporation Limited, and Roa 
Antelope Copper Mines Limited. 
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pon default in the full payment of any instalment of principal or of any pay 
of interest on this note, the entire unpaid principal balance and interest 
on to the date of payment shall immediately become due and payable at 
ption and upon the demand of Export-Import Bank of Washington or its 

essor 

Che failure of Export-Import Bank of Washington or its successor to exercise 
ghts hereunder or under the aforementioned redit agreement in any 


nee shall not constitute a waiver thereof in that or in any subsequent 


RHODESIA CONGO BorDER Pow I RATION LIMITED 
Directo 


ExHIpiT B 


) IMporRT BANK OF WASHINGTON, 
8/1 Vermont Avenue, N. W.., 
Washington 25, D. C. 


NTLEMEN: [Mufulira Copper Mines Limited or Nchanga Consolidated Copper 
nes Limited, or Rhokana Corporation Limited, or Roan Antelope Copper 
Limited| hereby acknowledge receipt of a certified copy of the Agree 
dated 17th day of June, 1953, setting forth the terms and conditions of a 
of credit established by Export-Import Bank of Washington in favour of 
ddesia Congo Border Power Corporation Limited to assist the latter in 
cing an electric power program 
In order to induce Export-Import Bank of Washington to enter into said 
\greement and to make advances to Rhodesia Congo Border Power Corporation 
Limited thereunder, the undersigned, a substantial shareholder of Rhodesia 
Congo Border Power Corporation Limited, as primary obligor, hereby severally 
d unconditionally guarantees the payment, when due, of twenty-five per cent. 
5%) of the principal and interest owed to Export-Import Bank of Washington 
its successor, by Rhodesia Congo Border Power Corporation Limited, pursuant 
said Agreement 
The undersigned hereby waives diligence, presentment, demand, protest and 
otice of nonpayment as well as any requirement that Export-Import Bank of 
Washington, or its successor, exhaust any right or take any action against 
thodesia Congo Border Power Corporation Limited, it being understood and 
greed that any evidence of the obligation of Rhodesia Congo Border Power 
Corporation Limited to Export-Import Bank of Washington shall be covered by 
s guarantee without the necessity for the undersigned to take any further 
tion to guarantee the obligation by way of signing the obligation or otherwise 
\s long as Rhodesia Congo Border Power Corporation Limited is indebted 
pursuant to said Agreement, the undersigned agrees to transmit its annual 
balance sheet and statement of profit and loss to Export-Import Bank of Wash 
gton when those reports are submitted to the stockholders of the undersigned 
Dated this day of , 1953. 
NAME OF GUARANTOR 
Director 


ExHtIBir C 
ASSIGN MENT 


Rhodesia Congo Border Power Corporation Limited, a corporation organized 
ind existing under the laws of Northern Rhodesia, hereby irrevocably assigns 
to Export-Import Bank of Washington (herein called “Eximbank”), a corporate 
igency of the United States of America, all amounts becoming due and payable to 
Rhodesia Congo Border Power Corporation Limited on account of its sale of 
opper and cobalt to the Defense Materials Procurement Agency (herein called 
DMPA’), an agency of the United States of America, pursuant to Contract 
No. DMP-III-11, dated the 17th June, 1953, between Rhodesia Congo Border 
Power Corporation Limited and the United States Government, acting by and 
hrough DMPA, covering the sale and purchase of copper and cobalt. Rhodesia 
Congo Border Power Corporation Limited hereby irrevocably authorizes and 
rects DMPA, its successors, assigns and authorized representatives, or any 
ther authorized agent of DMPA, to pay directly to Eximbank the amounts 


39888 
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herein assigned when and as said amounts become due and payable pursuant 
the aforesaid contract. 

This assignment shall remain in force and effect until all sums owing to 
Kximbank by Rhodesia Congo Border Power Corporation Limited shall have 
been paid. 

IN WITNESS WHEREOF, the undersigned has caused this instrument of assig 
ment to be executed on the — day of , 1953, at Kitwe, Northern Rhodesi 

RHODESIA CONGO BorDER POWER CORPORATION LIMITED 
. Director 
Accepted 
DEFENSE MATERIALS PROCUREMENT AGENCY 


Dated 17th June, 1953 


THE GOVERNMENT OF THE UNITED STATES OF AMERICA ACTING 
THROUGH DEFENSE MATERIALS PROCUREMENT AGENCY AND 
RHODESIA CONGO BORDER POWER CORPORATION LIMITED 


Contract No, DMP—III—11 Brerween tHE UNITED STATES OF AMERICA AND 
RHODESIA CONGO BORDER POWER CORPORATION LIMITED 


(With Supplemental and Amendatory letters dated 17th June 1953 and form of 
Undertaking by four Copper Companies) 


THIS CONTRACT, entered into as of this seventeenth day of June 1953, betwee 
The United States of America (hereinafter referred to as the “United States 
Government”) acting by and through the Defense Materials Procurement Agenc\ 
(hereinafter referred to as “DMPA” ) its successors, assigns and duly authorized 
representatives, pursuant to authority contained in the Defense Production Act 
of 1950, as amended, and Executive Order No. 10161, as amended and supple 
mented, and Rhodesia Congo Border Power Corporation Limited (hereinafter 
referred to as the “‘Contractor”), a corporation duly organized and existing 
under the laws of Northern Rhodesia with its registered office at Kitwe, Northern 
Rhodesia. 

WITNESSETH THAT 

WHEREAS the development of additional power will result in the increased 
production of copper and cobalt in Northern Rhodesia ; and 

WHEREAS the Contractor desires to develop such power for sale to producers 
of copper and cobalt in Northern Rhodesia but requires assistance to finance the 
development of such power ; and 

WHEREAS the Contractor has entered into an agreement with the Export 
Import Bank of Washington (hereinafter called the “Bank”), an agency of the 
United States Government, under which the said Bank will establish a line of 
credit in favor of the Contractor up to a maximum amount of Twenty-two 
Million, Four Hundred Thousand Dollars ($22,400,000), to be used in developing 
such power; and 

WHEREAS the United States Government in pursuance of the objectives of the 
Defense Production Act of 1950, as amended, is desirous of obtaining copper ar 
cobalt produced in Northern Rhodesia and is willing to enter into a Contract 
for the purchase of copper and cobalt to a value of Twelve Million Dollars 
($12,000,000) or such greater value as shall be equal to the amount of the said 
credit drawn by the Contractor, and all interest thereon, the proceeds of which 
Contract will be used, to the extent necessary, to repay the indebtedness owing 
from the Contractor to the Bank ; and 

WHEREAS in return for such assistance to the Contractor and the benefits to 
accrue to them therefrom, Mufulira Copper Mines, Limited, Nehanga Consol 
dated Copper Mines, Limited, Rhokana Corporation, Limited, and Roan Antelope: 
Copper Mines Limited, will sell copper and cobalt to the Contractor for resal 
to the United States Government and will undertake to assure fulfillment 
the Contractor’s obligations to the United States Government. 

Now, THEREFORE, the parties hereto agree as follows: 
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the average price of Northern Rhodesian copper of the same grade, being 
obtained at the time of delivery by Northern Rhodesian producers for sales 
to purchasers in the United Kingdom 
(2) Cobalt Cobalt to be delivered hereunder shall be priced at 
United States dollar equivalent on the date of such delivery of the lk 
of the following 
(i) the average price for deliveries of Northern Rhodesian cobalt to 
the United Kingdom by the companies named in the WHEREAS clause above 
or 
(ii) the average of the United Kingdom quotations for Cobalt Metal 
reported weekly in the “Metal Bulletin” newspaper in London during 
calendar quarter preceding the quarter during which each such delivery 
s made, such average price or quotation to be adjusted to an f. o. b. ve 
African port basis and adjusted in a manner satisfactory to the Unit 
States Government, to the specification of Cobalt Metal marked Exhil 
A,” attached hereto and made a part hereof, and certified to as such aver 
age price by the Contractol! In the event of the “Metal Bulletin” qu 
tion being discontinued the parties hereto shall consult together, from 
time, to determine a method of pricing deliveries of cobalt hereunder 
provided that, in the event the parties are unable to agree on a price, the 
price shall be the average prices of cobalt of the same specifications, be 
obtained at the time of delivery by the said companies for sales to 
chasers in the United Kinkdom 
(b) Subject to mutual agreement, the parties hereto may consult 
to determine an alternative method of pricing deliveries of copper or « 
under this Article 
(c) Where used in this Article, the term “adjusted to an f. 0. b. vessel Afri 
port basis” shall mean the price specified in paragraph (a) of this Article 
IPSS 
(1) cost of ocean freight from Beira, Africa, or other African port 
tually agreed upon, to Liverpool at the lower of the following 
(a) the Steamship Conference Tariff rate prevailing as of the delivery 
date, or 
(b) the average of such rates as may be prevailing on such delivery 
date in pursuance of any Contracts, then current, made by or on be 
half of the four companies named in the WHEREAS clause above with 
the said Steamship Conference 
(2) cost of marine (including war risk) insurance prevailing 
the delivery date; and 
(3) any other charges which should properly be deducted when making 
such adjustment 
(d) Conversion of sterling into dollars for the purpose of this Contra 
shall be effected at the mean of the closing selling and buying rates of exchange 
for United States dollars against sterling in London as published in “The Times 
newspaper, of London, in respect of the delivery date of the material con 
cerning which conversion is being effected, as such “delivery date” is defined 
in Article V (c) (2) hereof 
(e) If at any time import duties are imposed in the United Kingdom on 
copper or cobalt, the parties hereto shall consult together to determine what 
changes, if any, should be made in the method of pricing deliveries hereundet 


ARTICLE LV, SPECIFICATIONS 


Copper and cobalt delivered under Article II shall meet the specifications set 
forth in Exhibit A attached hereto and hereby made a part hereof, it being 
understood that the Contractor shall have the right, in its discretion, to dete! 
mine which of the several types of copper so specified it shall deliver hereunder, 
and that any of said copper or cobalt specifications may be changed fron 
time to time so far as this Contract is concerned by written agreement betwet 
the United States Government and the Contractor. 


ARTICLE V. DELIVERIES 


All materials delivered by the Contractor to the United States Government 
shall be delivered by the Contractor to the Emergency Procurement Service of 
General Services Administration (herein called EPS), an agency of the United 
States Government. 
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Minimum Quantities 
yper shall be offered for delivery hereunde | of not less than Five 
1 red (500) long tons each and cobalt lots « 2s than Ten Thousand 
0.000) pounds each, unless otherwise agreed to ‘PS. or unless smaller lots 
ecessary to enable the Contractor to meet ol ations to the Banl 


ntractor shall act as forwarding agent for EPS without charge for sucl 


Availability at Port 
rhe Contractor shall give EPS written notice by cable, confirmed by airmai 
of the date of availability of each lot of copper and cobalt for shipment, 
t sixty (60) days before the date of such availability, and EPS shall, before 
date of availability, provide the ocean transportation on which such copper 
balt is to be shipped and give the Contractor due notice thereof to enable 
to be arranged If EPS is unable to arrange transportation by the date 
ibility, the Contractor will, pending availability of ocean transportation 


e for the storage of such copper a! cobalt \ hal rf » United State 


nment, subject to reimbursement by the 1 
e charges 
Point of Delivery 
Copper and cobalt delivered hereunder shall be delivered f. o. | 
or such other African port as may be mutually agreed upon in wi 
veen the Contractor and EPS, it being understood that EPS shall designates 
vessel on which each lot of copper and cobalt is to be shipped 
') The delivery date with respect to each lot of copper and cobalt delivered 
eunder and the date upon which title to such lot sha pass to the United 
Government shall be either (i) the date when clean on-board bills of 
(showing EPS as consignor and consignee) for each such lot are signed 
he ocean carrier’s officially authorized representative or, (ii) in the event 
the unavailability of ocean transportation as provided in paragraph (b) 
e, the date of issue of storage certificates evidencing that the said copper 
cobalt is held in storage on behalf of the United States Government 
) Payment 
Payment for copper and cobalt shall be made in United States dollars against 
d on the basis of the Contractor’s certified invoices, shipping specifications, 
certificate of quality, and, in the case of cobalt, Contractor’s certified analysis, 
ind full set of clean and negotiable on-board bills of lading received in the 
United States, or, in the event of the unavailability of ocean transportation, 
the basis of storage certificates, or copies thereof, evidencing that the copper 
nd cobalt is held in storage on behalf of the United States Government pursu 
t to paragraph (b) above Such payment shall be adjusted if necessary t 
nform to weights and analysis as determined pursuant to paragraph (e) (1) 
this Article V In accordance with the agreement between the Contractor 
d the Bank referred to above, the Contractor has made or will make ar 
signment to the Bank of all of the proceeds of sale of copper and cobalt 
hereunder to the United States Government and the Contractor hereby au 
{ ‘ises and instructs the United States Government and DAMPA to pay all 
proceeds directly to the Bank as they become payable hereunder until 
Bank and the Contractor shall jointly authorize and instruct the United 
tes Government and DMPA to make other dispositions of such proceeds 
e) Inspection, Sampling and Analysis 
1) Upon arrival in the United States, EPS shall notify the Contractor and 
make, and notify to the Contractor, such arrangements as it deems neces 


} 


y for inspection, sampling and analysis of each lot of copper and cobalt 
ered hereunder. The Contractor shall be entitled to have a representative 
esent at each such inspection and sampling. Bills of lading weights shall 
prevail After sampling and analysis is completed, and in the event that the 
ties hereto fail to agree on the results of such analysis, the parties shall 
ta mutually acceptable sample for analysis by an analyst mutually agreed 
ipon by the parties hereto. The results of such analysis shall be final In 
event shall such analyst be the same analyst who has made a previous 
analysis of the particular lot or lots being analyzed 
(2) The methods of sampling and analysis, including analysis in case of 
dispute, and the method of allocating of costs thereof shall be generallw in 
ordance with standard commercial practice 
f) Rejection and Replacement 
The United States Government shall have the right to reject any copper or 
cobalt delivered hereunder which fails to meet the specifications set forth in 
Exhibit A attached hereto The Contractor will, within thirty days of such 
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rejection, replace at United States Atlantic port designated by EPS any copper 
so rejected, provided that such replacement copper may be furnished fr 

any sources available to the Contractor, The Contractor will replace any coba 
so rejected by delivery f. 0. b. Beira, or other African port mutually agreed 
upon, of an amount of cobalt equal in amount to the rejected cobalt and by 
payment to the United States Government of the costs incurred by it in respect 
of the rejected cobalt and of an amount equal to interest, at the rate of five 


( 


9%) percent, on the amount paid for such rejected cobalt from date of 


nent to delivery date of the new cobalt as such delivery date is defined in 


ibove. EPS in its sole discretion may, however, accept any copper or coba 
which fails to meet such specifications, with such adjustment in value as 
e mutually agreed in writing between the parties 


ARTICLE VI. COMPLIANCE WITH APPLICABLE LAWS 


Insofar as any work or services to be performed under this Contract 
performed within the United States of America, the Contractor shall (a) comply 
with and give all stipulations and representations required by any appli 
Federal, State, Municipal, or local law, or Executive Order, or any appli 
rules, orders, regulations, or requirements of any government department or 
bureau, but nothing herein contained shall be considered as preventing the Cor 
tractor from contesting in good faith the validity of such law, rule, order, r¢ 

ition, or requirement or any charge that the Contractor has not comp 
therewith, (b) not discriminate against any employee or applicant for emp 


ment because of race, creed, color or national origin: and shall Impose 


obligation on all subcontractors hereunder except subcontractors for sta 
ommercial supplies or for raw materials 


ARTICLE VII. CONTINGENT FEES 


The Contractor warrants that no person or selling agency has been employs 
or retained to solicit or secure this Contract upon an agreement or understanding 
for a commission, percentage, brokerage, or contingent fee, excepting bona f 
employees or bona fide established commercial or selling agencies maintained 
the Contractor for the purpose of securing business. For breach or violation 
of this warranty, the United States Government shall have the right to annu 
this Contract without liability or in its discretion to deduct from the Cont 
price or consideration the full amount of such commission, percentage, brok« 
or contingent fee. 


ARTICLE VIII. INTEREST OF MEMBERS OF CONGRESS 


No Member or delegate to the Congress of the United States, or United State 
resident commissioner, shall be admitted to any share or part of this Contract, 
or to any benefit that may arise therefrom; but this provision shall not be 
strued to extend to this Contract if made with a corporation for its gene 
benefit 

ARTICLE IX. ACCESS TO BOOKS AND RECORDS 


The Contractor agrees that the United States Government or any of 
duly authorized representatives shall, while the Contract is in effect, and for a 
period of one (1) year (three (3) years) [see amendment 6-17-53] thereafter, 
have access to and the right to examine any pertinent books, documents, papers 
and records of the Contractor involving transactions related to this Cont 
Such right shall be exercised in such manner and at such times as n 
nutnally convenient to the parties. 

(Nort See Amendatory letter dated 17th June, 1953, attached.) 


ARTICLE X. ASSIGNMENT 


Except as otherwise provided herein, the Contractor shall not, without 
prior written consent of the United States Government, sell, assign, or pledge 
this Contract or any of its rights, powers, privileges, duties or obligations there 
under: provided, however, that any monies due or to become due under 
Contract, may be assigned by the Contractor to a bank, trust company, or 0 
financing institution, including any Federal lending agency, pursuant to and 
accordance with the Assignment of Claims Act of 1940, as amended (31 U.S. © 
203, 41 U. S. C. 15) 

All rights, powers, privileges, duties or obligations under this Contract s 
inure to any suecessor or successors of Defense Materials Procurement Agency 
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vy branch or agency of the Government to which DMPA shall hereafter dele 
yy assign its authority to act for the Government hereunder 


ARTICLE XI. FORCE MAJEURE 


the performance of any part of this Contract by either the Contractor or 
nited States Government is prevented, hindered or delayed by reason of 
cause or causes beyona the respective control of the Contractor or the 
ted States Government, and which cannot be overcome by due diligence, then 
Contractor or the United States Government, as the case may be, shall 
xcused from such performance during the continuance of any such hap- 
es or events, provided that, in no event shall this Contract extend beyond 
30, 1962. This Article XI shall not be effective unless the Contractor or 
United States Government, as the case may be, shall, as soon as reasonably 
ticable after the occurrence of such happe nings or events, give to the other 
bled notice thereof followed bv a statement setting forth the facts evi- 
Notice shall be given similarly as soon as practicable after the con- 

of such happenings or events 


ARTICLE XII. DEFAULT 


Notwithstanding any other provision of this Contract, the United States 
rnment may, by notice in writing to the Contractor, cancel this Contract 
part thereof at any time, without payment of damages or penalty of any 
for such cancellation, in the event (a) a receiver, liquidator or trustee is 
ted for the Contractor or its property, or the Contractor makes an assign- 
for the benefit of creditors, or becomes insolvent, or a petition is filed by 
cainst the Contractor for the purpose of adjudicating the Contractor bank 
or for the reorganization of Contractor or for the purpose of effecting a 
osition or rearrangement with the Contractor’s creditors, and such re- 
eiver, liquidator, or trustee is not discharged or any such petition filed against 
ntractor is not dismissed within sixty (60) days, (b) of the liquidation or 
ition of Contractor, whether voluntary or involuntary, (c) of default by 
ntractor in the performance of any of the terms, conditions, or covenants 
this Contract or any amendment or supplement thereto, (d) of the determi 
on by the United States Government that Contractor obtained his Contract 
the purpose of speculation, (e) any representation or warranty made here 
ler by the Contractor proves to be incorrect in any material respect, or (f) 
» Contractor shall fail to take all steps necessary for it to remain qualified 
| licensed under the laws and regulations of Her Majesty’s Government and 
Northern Rhodesian Government to the extent necessary under such laws 
d regulations to carry on the business and operations and perform the obli- 
ns contemplated by this Contract 


ARTICLE XIII. NONWAIVER 


he failure of either the Contractor or the United States Government to 
in any one or more instances upon the performance of any of the terms, 
nants or conditions of this Contract, shall not be construed as a waiver or 
nquishment of the future performance of any such term, covenant or condi- 
tion by the other party hereto, but the obligation of such other party with 
espect to such future performance shall continue in full force and effect. 


ARTICLE XIV. MODIFICATIONS 


‘ 


No oral statement of any person shall modify or otherwise affect the terms, 
ditions or specifications of this Contract. 


ARTICLE XV. NOTICES 


\ll notices required hereunder shall be sufficient only if in writing and may 
sent by telegraph, cable, or registered airmail unless specific provision is 
ide in this Contract as to the means of communication to be adopted. If in- 
tended for D. M. P. A., they shall be sent to Defense Materials Procurement 
Agency, Washington 25, D. C.; if intended for E. P. S. they shall be sent to the 
Chief, Storage and Transportation Division, Emergency Procurement Service, 
General Services Administration, Seventh and D Streets, SW., Washington 25, 
D. C.; if intended for the Contractor, they shall be addressed to it at its 
registered office. If either party requires any alteration in its said address, 
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it shall notify the other party in writing. Notices hereunder shall be acknow) 
edged by cable and shall be effective when received. All communications other 
than notices required or necessary hereunder shall be sufficient only when given 
In writing 

IN WITNESS Whereof, the parties hereto have caused this document to be du 
executed as of the day and year first above written. 


UNITED STATES OF AMERICA 
(Acting by and through Defense Materials Procurement Agency) 
Tom LYOon, 
Acting Deputy-Administrator 
RHODESIA CONGO BorDER POWER 
CORPORATION LIMITED, 
By J. M. F. PHILLMOore, Director 


{[6d. Northern Rhodesia Stamp] 


ExuHipit A. SPECIFICATIONS 


COBALT 
1. DESCRIPTION 
This specification covers refined cobalt suitable for the production of ferrou 
and nonferrous alloys. 
2. CHEMICAL AND PHYSICAL REQUIREMENTS 
(a) Chemical Requirements Each lot of cobalt metal shall conform to the 
following chemical requirements: 
Percent by 
w¢ 
Cobalt (Co), Minimum 
Nickel (Ni), Maximum 
Iron (Fe), Maximum 
Carbon (C), Maximum 
Copper (Cu), Maximum 
Sulphur (S), Maximum 


} 


(b) Physical Requirements :—Material shall be supplied in rondelles or other 
small lump or granular form. All material shall pass a two-inch screen and 
none shall pass a 6 mesh Tyler Standard Sieve mesh No. 6 (U. S. Standard 
Sieve No. 6) “Alternatively, delivery may be made in cathode form broken to 
approximately 4 x 4 x 3/16th inches.” (See amendment 6-17-53.) All material 
in any one lot shall be af approximately the same size 

(Nort See Amendatory letter dated 17th June, 1953, attached.) 

(c) Splitting Limits: 3 

Should the differences in assay for any lot of cobalt supplied hereunder be 
not more than: 


For Cobalt, 0.30 percent For Carbon, 0.05 percent 
For Nickel, 0.10 percent For Copper, 0.02 percent 
For Iron, 0.05 percent For Sulphur, 0.02 percent 
the exact mean of the two assays shall be taken as the agreed assay for such lot. 
3. PACKING. 
Material shall be packed in steel drums, or hardwood barrels or kegs. Con 
tainers may be of any size usual with the producer, but all containers col 
prising any given lot shall be of the same nominal size and shape 


ExHipnir A SPECIFICATIONS 


COPPER 
1. DESCRIPTION 
hese specifications cover four types of copper, as follows: 
Electrolytic cathode copper. 
Klectrolytic copper wire bars. 
Lake copper ingot bars (low-resistance ) 
Fire-retined copper for wrought products and alloys (ingot bars) 
2. CHEMICAL AND PHYSICAL REQUIREMENTS 
Electrolytic cathode copper shall conform to the requirements of A. S. T. M 
B 115, latest revision. Cathodes may be of any size usual with the producer, 
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t less than 30 by 30 inches and all cathodes shall be of the sa 
nd may be shipped in sheared form usua ith the producer 
trolytic copper wire bars shall conform to the requirements A. 8S. ‘1 
test revision All material shall be in the form of 250-pound or 275-pound 
ars 
ce copper ingot bars shall conform to the requirements for low-resistance 
opper of A. S. T. M.; B4, latest revision. All material shall be in the 
of 50-pound ingot bars 
e-refined copper for wrought products and alloys shall conform to 
rements of A. S. T. M.; B 216, latest revision All material shall 
form of 50-pound ingot bars 


RHopESIA CONGO BORDER POWER CORPORATION LIMITED 
(Incorporated in Northern Rhodesia ) 
17th June 
( S. SHADE 
tcting Regional Director, Defense Materials Procure ent Agen Ret 
Keysign House, 429 Oxford Street, London, W 


{ACT NO. D. M P Ill ll BETWEEN RHODESIA CONGO BORDER POWER CORPORA 
LIMITED AND THI UNITED STATES OF AMERICA ACTING BY AND THROUGH 
NSE MATERIALS PROCUREMENT AGENCY 


AR Mr. SHADE: With reference to the above-mentioned contract, we write 

record that the following understanding has been mutually arrived at and 
is binding on both contracting parties 

For the purposes of implementing the contract between the United States 


\merica and Rhodesia Congo Border Power Corporation Limited for the sale 
i delivery of copper and cobalt to the former it is understood that if during 
e term of said contract Her Majesty's Government declare that a serious 
tage of cobalt exists in the United Kingdom then the quantities of cobalt 
verable to the United States Government under that contract shall be re 
luced to such extent if any as the authorised representatives of Her Majesty’s 
ernment and United States Government shall determine after consultation 
be necessary to assist in meeting such cobalt shortage and the Power Com 
hall deliver to the United States Government under the contract copper 
n value to the cobalt so diverted as the result of any such inter-Govern 
ental determination.’ 
ll! you please confirm that the foregoing correctly records the understand 
arrived at by signing and returning the attached duplicate of this lette1 
Yours faithfully 
RHODESIA CONGO BORDER POWER 
CORPORATION LIMITED, 
H. LASCELLES, Director. 


Che foregoing understanding has been mutually arrived at and is thus bind 
ng on both contracting parties 
UNITED STATES OF AMERICA 
( Acting by and through Defense Materials Procurement Agency), 
sy T. B. WILSON 
Regional Director, Region 


RHODESIA CONGO BORDER POWER CORPORATION, LIMITED, 
(Incorporated in Northern Rhodesia), 
17th June 19538 
Mr S. SHADE, 
icting Regional Director, Defense Materials Procurement igency, Region 3, 
Keysign House, 429, Oxford Street, London, W. 1 


ENDATORY LETTER CONCERNING CONTRACT NO. D. M. P Lit 11 BETWEEN RHODESIA 
CONGO BORDER POWER CORPORATION LIMITED AND THE UNITED STATES OF AMERICA 
ING BY AND THROUGH DEFENSE MATERIALS PROCUREMENT AGENCY 


DEAR Mr. SHADE: With reference to the above-mentioned Contract, we write to 
cord that the following variations of the terms and conditions have been 

mutually agreed and are thus binding on both contracting parties 

Article IX Access to Books and Records: 3rd line Substitute “three (3) 
years” for “one (1) year”, 
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Exhibit “A"—Specifications Cobalt: Under 2 (b) Physical Requirements add 
at end of second sentence “alternative delivery may be made in cathode 
form broken to approximately 4 x 4 x 3/16th inches.” 

Will you please confirm that the foregoing correctly sets out the variations 
mutually agreed by signing and returning the attached duplicate of this letter? 
Yours faithfully, 
RuHOpESIA CoNGo BorpER POWER 
CORPORATION LIMITED, 
J. H. LAsceLies, Director. 
The foregoing variations have been mutually agreed and are thus binding on 
both contracting parties 
UNITED STATES OF AMERICA 
(Acting by and through 
Defense Materials Procurement Agency), 
By T. B. WILSON, 
Regional Director, Region 8 


Form oF UNDERTAKING To Be AppRESSED TO D. M. P. A. By EACH OF THE FOUR 
COPPER COMPANIES 


GENTLEMEN: We refer to an Agreement entered into by the United States 
Government with Rhodesia Congo Border Power Corporation Limited through 
the agency of Export-Import Bank of Washington providing for advances of up 
to $22,400,000 to the said Power Corporation, and to a Contract entered into by 
the said Government with the said Power Corporation through your agency 
providing for the supply to the United States Government of copper cobalt of a 
value equal to the advances made under the said Agreement together with 
interest thereon. 

In consideration of the United Siates Government entering into the foregoing 
Agreement and Contract and of the benefit which will result to us from the 
increased power facilities which will become available by virtue thereof we 
{Mufulira Copper Mines Limited, Nchanga Consolidated Copper Mines Limited 
or Roan Antelope Copper Mines Limited, as the case may be] one of the primary 
sources of copper to be delivered under the said Contract hereby undertake that 
we will deliver to the said Power Corporation for delivery by it to United States 
Government under the said Contract an amount of copper equal to one-third of 
the copper required by the Power Corporation to fulfil its said obligations. 

We further undertake and agree to exercise our rights as shareholders of the 
said Power Corporation to procure that it will carry out its obligations to the 
United States Government under the above-mentioned Agreement and Contract. 

Yours faithfully, 
, Director. 

NoTeE.—The second paragraph of the letter undertaken by Rhokana Corporation Limited 
as the primary source of cobalt to be delivered will read as follows: 

“In consideration of the United States Government entering into the foregoing Agree 
ment and Contract and of the benefit which will result to us from the increased power 
facilities which will become available by virtue thereof, we, Rhokana Corporation Limited 
the primary source of cobalt to be delivered under the said Contract, hereby undertake 
that we will deliver to the said Power Corporation for delivery by it to the United 
States Government under the said Contract the amount of cobalt required by the Power 
Corporation to fulfil its said obligations. We further agree that if the value of cobalt to 
be so delivered is reduced and the value of copper to be delivered increased by a corre 
sponding amount as a result of the understanding between the said Power Corporation 
and D. M. P. A. evidenced by a letter dated 17th June 1953 from the said Corporation to 
D. M. P. A. and duly confirmed by the latter we will deliver the increased amount of copper 
required.” 

Senator Martone. Generally it has developed in the questioning in 
most of these contracts there is no penalty for nondelivery. In other 
words, you take the copper that these companies deliver—and I am 
Just speaking generally of the Canadian companies and the foreign 
companies—your contracts call for the delivery of copper, but no 
penalty if they do not deliver. You just do not pay if they do not 
deliver. Are you sure that this is not about the same kind of a contract ? 

Mr. Frepecy. No, because this isa loan. A loan was made to them 
which is repayable. 
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Senator Maxonr. I understand that. It i little surprising that 
you just did not give eae the money like you saad in most cases for 
their good manners and delivery of the copper later. This time they 
oaned the money. What I am interested in is knowing what security 
they have. Do they pledge the American Metals Co.’s assets, or did 
they just organize a new company and the E xport- Import Bank might 
find itself in control of a lot of secondhand machinery, if this matter 

d not pan out asa senihialiie venture for the company ¢ 

Please identify yourself, and your connection. 

Mr. Witson. R. E. Wilson. I work for the Materials Division, this 
rroup that Mr. Fredel] is working for. 

I am sure that the Export-Import Bank credit statement provides 

1" promissory notes in connection with this loan. 

Senator Matonr. Who signed the note? 

Mr. Wirson. The four companies and the power company. 

Senator Matonr. But the four companies and the power company 
have nothing except what is to be produced by the $21 million, as ] 

nderstand it. 

Mr. Witson. They have what? 

Senator Matonr. What assets does the power company have at thi 
present time ? 

Mr. Witson. They have their power facilities for one thing. 

Senator Martone. What are the power facilities ? 

Mr. Witson. I do not think those were mortgaged. 

Senator Martone. What are the power facilities that they have at 
the present time? 

Mr. WILSON. They have considerable equipment over there, and 
ransmission lines. 

Senator MAtone. Do they have a powerplant ? 

Mr. WILSsoN. Yes. 

Senator Martone. You do not know what their production of pows 

at the present time ? 

Mr. Wirson. No, I do not. 

Senator Matonr. Are you familiar with this contract at all? 

Mr. Wirson. In general, yes; not in detail. 

Senator Martone. What you think is that the company that is going 
to spend the $21 million has pledge od the property that it Is going te 
buy with the $21 million as sec uel ? 

Mr. Wirson. No, I do not think that. 

Senator Matonr. What do you think? 

Mr. Wirson. I think they signed promissory notes for the amount. 

Senator Martone. Were the assets pledged ? 

Mr. Wirson. I do not believe so. 

Senator Martone. That is what I am trving to find out. That is all 


That is good enough. 


Mr. Watsu. I am sure we will get that information from the 
Export-Import Bank for the record. The details of that would be 
in their files. 

Senator Manone. I think it develops that it is the same kind of 
loan we make to all foreign companies, and that is, if they do not pay 
it, we get some of the secondhand material that the money was ex 
pended for. Would that be your guess offhand ¢ 
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Mr. Wausu. I always thought the Export-Import Bank was a little 
more cautious than that. 

Mr. Frepewt. These four companies have signed notes promising to 
supply the coppel from their mines which are in operation, 

Senator Manone. How long have they been in operation / 

Mr. WatsnH. 20 to B5 years, ] gwuess. It is the largest section of 
tlie Belgian ( ‘OngoO coppel region. ‘| he hiines are probably the richest 
copper mines mn the world today. 

Senator Martone. What do they run in percentage, if you know ? 

Mr. Wausu. I think they are running their heads probably around 
| percent. 

Senator on What do they pay for their labor there / 

Mr. Watsu. I do not know what they pay labor. 

Senator MaLoner. Do you know gener: ally what they pay labor in 
that part of Africa? 

Mr. Watsn. No. 

Senator Matonr. I am speaking of common labor now. 

Mr. WaLsnH. No. 

Senator Matonr. Does anyone know / 

Mr. Watsn. I do not, sir. 

Senator Manone. Is that 40 cents a day or 50 cents a day ? 

Mr. Crosron. It is my general impression that the wages are around 
“2 for natives. including subsistence and so forth and about $8 for 
whites, but I would not be positive of that. 

Senator Manone. For common labor ? 

Mr. Croston. Mine labor. 

Senator Marone. Is it your impression that they pay $2 a day for 
common labor ¢ 

Mr. Crostron. About that, I believe. 

Senator Mavonr. And $8 a day for white labor / 

Mr. Crosron. I would not be positive, Senator. 

Senator Manone. Is there any difference between common labor, 
semiskilled and skilled labor / 

Mr. Croston. They have the whole Sel ies ot wage rates. 

Senator Mantonr. You think the highest is about $8 for the white 
labor ¢ 

Mr. (C’ROSTON, [ believe SO. 

Senator MALonr. — at would be the skilled labor ? 

Mr. Crosron. Yes. s 

Senator MALonr. And $2 for the natives. 

Mr. Croston. Something like that. 

Senator Matone. There has been an impression left with Congress, 
and the committees, that by buying abroad you get a better price. 
The argument of course is for the continuation of free trade on ¢ opper. 
It is that the customers in the United States benefit. How is the 
customer in the United States going to benefit if you pay the Amer 
ican market price for the copper, where here you pay $12 or $15 a 
d: lV, and there the Vy pay S2 to SS ad: ay for labor 4 How is the Ame P- 
ican customer gong to benefit from that transaction / 

Mr. Watsu. He benefits only by having more available, that is all. 
He does not benefit pricewise at all. 

Mr. Greene. I do not think the question of benefit in this case would 
come in, because this material was directly for the stockpile and not 
for the domestic economy at all. 
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senutor MALONI We have a record that sometimes this kind of 


material finds its way into industry here. Is there anything to pre 
vent this material from being turned over to industry / 

Mr. EF REDELL. This material cannot be turned over to the private 
industry. All the payments on the ECA, MSA contracts were all 
designated to be turned ove to the stockpile. 

Mr. WALSH. | hight Say, any of this material nh the STOW kpile, 


ether it is purchased or whether it is generated from counterpart, 


or whatever the channel may be, can in time of emergency be put In 


ndustry under a presidential directive. 

Senator Martone. That is what I have bee trvingeg to find out | 
want to ask vou now Tol the cop es of these co} tra ts with the coppr 
ompanies. 

Mr. Frepeii. Copies of all our copper contracts / 

Senator Martone. That is right, but with particular emphasis o 
the contracts with t| ese Tour con pal es, | V ant to KNOW specifi ally 
how much money they received from il] avencies of the Federal] (701 

} } 


ernment. l want to know what thev have prom sed to do and unde) 


"\ hat conditions All of vou have sort of olossed it over In ear h cause, 


that they have guaranteed delivery, but in almost every case we have 
found that there is nothing behind the guaranty but the promise 
There is no penalty, and there is no property dedicated as security 


rough the loan. 


beyond at least what m ont be developed t] 

Another thine that Mr. Walsh has }ust testified to. Which Is What 
I have been trying to find out all morning from you, is that any 
this material going into the stockpile from whatever source can be 
diverted to private industry. Did you know that / 

Mr. Frepett. Yes, I think I did know that. 

Senator Matonr. WI! \ did you not tell me when I asked yout 

Mr. Frevevi. | think the way the question was asked, I replied t 
this was directed to the stockpile. 

Senator Martone. I asked you if this material that you are getting 
from Africa could be diverted to private industry, and your answe1 
ifter about 3 minutes of talk added up to no. Now all I want, and 
I hope we can get through sometime next week about this time, is 

st some straightforward answers on these col 

Mr. Frepeti. We are willing to give you everything you want 

Senator Manone. You did not do it in the 

Mr. GAASQUE. Senator, 11 I may nterpose, 1 think that the record 
should indicate very clearly that. Mr. Walsh’s statement was that 
material once in the national sto kpile could be taken out of the stock 
pile only upon presidential order, pursuant to the Strategic and Criti 
cal Materials Stockpiling Act. On the other hand, material which is 
under contract but not received into the stockpile could be diverted 
from delivery to the stockpile by competent authority, such as the 
National Production Authority acting under the Defense Productio 
Act. in the event that such material has not been received and a 
counted for within the stockpile inventory. I think we should distin 
euish those two categories. 1 do not know whether Mr. Fredell was 
stating the latter or the former situation. I think the record should 
be clear on this distinction. 

Senator Maronr. I think the record is clear now that any of this 
material can be diverted to private industry. Is that what you got 
through saying in about 5 minutes? . 

Mr. Gasque. No. sir. 

Senator Matone. Say it again. 
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Mr. Gasaque. I said, sir, that material once taken into the national 
stockpile can only be taken out of the stockpile upon a presidential 
order under the Stockpiling Act. Material which may be under con- 
tract but not actually delivered to the stockpile, although in the pipe 
line, may be diverted by some federal agency acting w ithin appropri- 
ate authority. 

Senator Martone. What does that add up to? It means you can 
send it to private industry if you want to. 

Mr. Gumpet. If there is a need for it. 

Senator Martone. What you mean is that if the Bureau official is 
convinced that there is a need for it, or if he orders it. 

Mr. GumeBev. During allocations, Senator, there were shortages of 
copper and nickel and the Defense Production Administration or- 
dered—— 

Senator Matonr. I am just about to ask another question that may 
have a bearing on that. 

Mr. Gumpe.. Yes, sir. 

Senator Martone. In other words, through some kind of manipula- 
tion—and I am not yet clear what it is—the British were able to ac- 
cumulate an enormous amount of zinc and lead and suddenly they 
were able to put it in the market in this country and break the market. 
Do you know anything about that? 

Mr. Gumpe.. Just as you do, as a general matter. 

Senator Matone. Tell us about it while we are on that subject. 

Mr. Gumpsew. I understand that the British accumulated very large 
stocks of a number of strategic and critical materials. 

Senator Martone. Do you also understand that through ECA and 
MSA, in other words, the Economic Cooperation Administration that 
grew out of the Marshall plan, that grew out of UNRRA, that pro- 
vided the British with a loan, of funds generated from the taxpayers 
of this Nation the United Kingdom received $124,300,000 to purchase 
copper ? 

Mr. Gumpet. I understood it was a substantial amount. 

Senator Matonr. Do you understand that they received $111,100,- 
000 to purchase aluminum ? 

Mr. Gumpex. Again I knew that they had received money. I didn’t 
know the amount. 

Senator Matonr. Did you understand these two agencies received 
$64,700,000 to pure chase zinc? 

Mr. Gumpet. Again the answer is the same. 

Senator Matone. Did you understand that they received $34,600,- 
000 to purchase lead ? 

Mr. Gumpe.. The same answer. 

Senator Martone. Did you understand they did purchase this lead 
and zine and broke the market in the United States with it? 

Mr. Gumpev. I understand when they came to sell the stuff the 
market did break, yes, sir. 

Senator Martone. Under what conditions did they bring it in? At 
what price was it brought in? 

Mr. Gumern. I understood they sold it in London at the market 
and the people that bought it probably shipped it over to the United 
States. 

Senator Martone. What was the market at that time in London? 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 389 


Mr. Gumpet. The copper market in London during the time we 
had price controls was substantially higher than the domestic market. 

Senator Martone. As long as the ‘y could get that much for it, but 
after the demand had worn down, at what price did they sell this 
zine and lead in the United States? 

Mr. Gumpew. All the way down to the bottom. 

Senator Martone. To what? 

Mr. Gumset. In the case of zine, it was down to 10 cents. The price 
of lead went down to 11 cents. 

Senator Martone. Tell me what effect it had on the zine and lead 
market in this country. 

Mr. Gumepet. I know what you want me to answer and I am glad 
to do it. It put a lot of producers out of business in this country. 

Senator Matone. Are they still going out of business? 

Mr. GuMBEL. Sure. 

Senator Matonr. About to close up. 

Mr. Gumpeu. Have closed, are closing or will close. 

Senator Martone. As a result of almost $100 million that we fur- 
nished to the United Kingdom to buy lead and zine, and to break 
our own market—I am not going to say at this time through the coop- 
eration of bureaus in this country, but it adds up to that. 

Mr. Gumpert. Senator, I know you do not want to put words in 
my mouth. 

Senator Martone. I want you to tell me your story. 

Mr. Gumpex. That the United States Government. intentionally 
loaned money to foreign countries so that they could break the United 
States market? I am sure you do not want me to say that. 

Senator Martone. I think it adds up to that. 

Mr. Gumpet. The result was substantially as you said. 

Senator Martone. Would you name the people who have been in 
charge of UNRRA, British loan, Marshall plan, ECA, MSA, and 
FOA, the Foreign Operations Administration, who had generally 
been the administrators of these organizations—— 

Mr. Gumpen. FOA is Mr. Stassen’s organization. Before that it 
was Mutual Security. 

Mr. Watsu. Again with Mr. Stassen. 

Senator Martone. ECA. 

Mr. Watsu. ECA was Paul Hoffman. 

Senator Matonr. Is there any sign that the managership of these 
outfits have any knowledge of the mineral supply and. demand in this 
country ¢ 

Mr. Gumee.. Senator, I am sure you do not want me to tell you 
what is in the mind of some other agency, because I am not in the 
position to do it. 

Senator Martone. I am not talking about the mind. I am talking 
about whether there is any training available in these organizations. 

Mr. Gumpen. The point in question, Senator, and I am sure you 
would want the record to show that, the General Services Adminis 
tration can not divert this material to civilian use. It would be some 
other Government agency which has charge of that. As far as we 
are concerned, all of this material is destined to the stockpile, and 
will go into the stockpile. 

Now, if some other agency which has responsibility in that field 
directs us to divert it, then we have no choice. 
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Senator Matong. Then you do know it can be diverted. 

Mr. Gumpew. It certainly can be diverted, but not by the General 
Services Administration. 

Senator Matonsg. I have a list here of withdrawals from the stock 
pile up to October 9, 1953. You have withdrawn from the stockpile 
77,000 tons of copper. That is authorized withdrawals. And actu 
ally you have withdrawn 64.800 tons. Who authorized those 
withdrawals / 

Mr. Wausu. I shall give that information to you. Copper Was 
authorized by a letter from the President. 

Senator Martone. To whom? 

Mr. Watsu lothe head of the Munitions Board 

Senator MALONE. Do you havea copy of that letter / 

Mr. Wausu. Not with me. 

Senator MALonr. Will you supply it for the record, to be included 
in the record at this point ¢ 

Mr. Watsu. Yes, sir. 


The information is as follows:) 


THe Waite Hous 
Washington, August 6, 195] 
Hon. JOHN I). SMALL, 
Chairma Wunitions Board, Washington, D. ¢ 
My Dear Mr. SMALL: In view of the urgent need for copper during the month 
of August 1951, I find pursuant to the Strategic and Critical Materials Stock 
piling Act as amended, Public Law 520, 79th Congress, that the release of not 
to exceed 25,000 tons of copper from the stockpile is required for the purpose of 
the common defense 
Therefore, I authorize and order the release of 25,000 tons of copper fron 
the stockpile to the Administrator of the General Services Administration for 
sale in accordance with allocations of the National Production Authority 
I am enclosing for your information a copy of my letter to the Director 
of Defense Mobilization on this subject 
Very sincerely yours, 
Harry S. TRUMAN 


THe WHITE House, 
Washington, September 20, 1951 
Hoi JoHN D. SMALL, 
Chairman, Munitions Board, Washington 25, D.C 

DreAR Mr. SMALL: [I view of the critical need for copper during the months 
of September to December 1951, inclusive, I find pursuant to the Strategic and 
Critical Materials Stockpiling Act, as amended, Public Law 520, 79th Congress 
that the release of 30,000 tons of copper from the stockpile is required for the 
purposes of the common defense. 

Therefore, I authorize and order the release of 30,000 tons of copper from the 
stockpile to the Administrator of the General Services Administration for 
sale in accordance with allocations of the National Production Authority 

Sincerely, 


Harry S. TruMAN 


May 16, 1952 
Hon. JoHn D. SMALL, 
Chairman, Munitions Board, Washington 25, D.C 

Dear Mr. SMALL: In view of the recent strike in the Anaconda copper mines 
in Chile and the present Chilean embargo on copper shipments from Chile, there 
will be an estimated shortfall of 22,000 short tons of copper from this country 
which would normally be received for allocation in the month of June. This 
will result ip a critical deficit in supply for this period and, therefore, I find, 
pursuant to the Strategic and Critical Stockpiling Act, as amended, that the 
release of copper from the stockpile up to 22,000 short tons is required for the 
purposes of common-defense. 
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Accord ney Il authorize and order the release of in umount not to exceed 


2 (4) short tons of copper to the Administrator of General Services Administ! 
tion, for sale in accordance with allocations issued by the National Productior 
Authority If there is a lifting of the embargo and a resumption from Chil 
f shipments within the allocatable period for the month of June, to that extent 
e amount of copper to be withdrawn fre the stockpile should be reduced, so 
hat no stockpile copper w be used except to take the place of copper actually 
s sa result of the embargo or failure shi} 


sSincerery 


M \. J. WALSH 








Commissioner, Emergency Procurement S 
General Services Administration, Wash to D¢ 
Dear Mr. WaLsu In connection with the lette vou receive lated A 
j () thorizing release of up to 25,000 short tons of copper fro the stoekpile 
| f strategic materials, there is ul ted to vou herewit specifvil 
persons to whom this material m: delivered togethe vith the respee ‘ 
quantities and types such pe rsons may receive 
| It is requested that this material be shipped it iccordance wit! hippir 
tructions to be received from them, on such tert iS may be satisfactory to 
Ou In the event that additional quar tie mav be determined to be neces y 


vdivisable, we will notify you prompt 
Yours very truly 


F. H. Hay Director, Copper Division 
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Commissioner, 


General Services 
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DEAR Mr 
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Consignee Amount Material 
Pounds 
Gla Copperweld Steel Co., Glassport, Pa 150, 000 Electrolytic ingot 
Phe Dodge Copper Products Corp., 121,000 | Electrolyt wi 
t. New Baywa N.J bar 
Ridg Rome Cable Cory Rome, N. ¥ ), 000 Do 
( I'r e Condu & R16, OOF Do 
‘ ind Jer New 
wick Bru wick, N. J 
( Phelps Dodge Copper Products, Bay 450, 000 D 
Cleve way, N.J 
J 5 PI lge Copper Products Corp., 230, 00 Do 
v ~N 
l ) Dodge Copper Products 500, 000 Do. 
Corp., Bayway, N. J 
2) Anaconda Wire & Cable, Hast 155, 006 Do. 
ings-« Hudson, N. Y 
3) Triangle ¢ duit & Cabl ri 100, 000 Do 
ingle and Jersey Avenue New 
Bruns NJ 
4) Rome Cable Cory Rome, N. Y 150, 000 Do 
1 Johr A. Roebling & or lrenton, 88, 000 Do 
J 
( Ge il Cabl or} Perth Amboy, 457, 000 Do 


10 authorizing release of up to 


Avucust 15, 1951. 


Emergency Procurement Service, 
idministration, Washington 25, D. C. 


strategic materials, there is transmitted to you herewith a list specifying t 


pe 


rsons to W 


hom 


this material 


may 


be delivered together with the respecti 


quantities and types such persons may receive. 
It is requested that this material be shipped in accordance with shipping in- 
structions to be received from them, on such terms as may be satisfactory to you. 
In the event that additional quantities may be determined to be necessary 


adv 


Yours 


sable, we 


very 


truly, 


will notify you promptly. 


F’. H. HAYEs, 
Director, Copper Division. 


In connection with the letter you received dated August 
25,000 short tons of copper from the stockpile of 


he 
ve 


or 
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Revere Copper & Brass Co., 230 Park | Detroit 1, 430,000 | Electrolytic copper cathodes 
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\uGUsT 16, 1951 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Service Administration, Washington 25, D. ¢ 
DrAR MR. WALSH: In connection with the letter you received dated August 
10, authorizing release of up to 25,000 short tons of copper from the stockpile 
of strategic materials, there is transmitted to you herewith a list specifying the 


to whom this material may be delivered together with the 


quantities and types such persons may receive 
It is requested that this material be shipped in ac 
structions to be received from them, on { 


persons 


such terms as be 


may 


you. In the event that additional quantities may be 
or advisable, we will notify you promptly 
Yours very truly, 


. H 


1)i ctor, Co per 


respective 


cordance with shipping 


Satisfactory 


HAYES, 
Dir 


rion 


in 
to 


determined to be nece ssary 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY 
Washington 25, D. C., August 16, 1951. 


Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washinaton 25, D. C. 

DeaR Mr. WaAtsH: In connection with the letter you received dated August 10, 
authorizing release of up to 25,000 short tons of copper from the stockpile of 
strategic materials, there is transmitted to you herewith a list specifying the 
persons to whom this material may be delivered together with the respective 
quantities and types such persons may receive 

It is requested that this material be shipped in accordance with shipping in- 
structions to be received from them, on such terms as may be satisfactory to 
you. In the event that additional quantities may be determined to be necessary 
or advisable, we will notify you promptly. 

Yours very truly 
IK’. H. Hayes, Director, Copper Division. 












Buyer Destination Amount Material 
c (pounds 
Fal Bronze Co., 218 8S. Phelps St., | Same 130,000 | Fire refined Oo} 
You tow Ohio ¢ 
U.S ivy, General Shi rd Store Port N il Ship- on on Electrolvt a 
Philadelphia, Pa yard ith. N.H : 
Ajax Metal Division, H. Kramer & Co., | Same 200, OOF Fire ref i copper 
Richmond St. and Frankfort Av 
ing Co., 99 Mill St., | Same 2. 370. 000 Do 
, 2850 2d Ave., Pitts Same 500, 000 
, 218 South Phelps Same, Youngstown, Ohio 130. 000 
n, Ohio 
ral Shipyard Stores, | Por Naval Ship 300, 000 
rtsmouth,N.H. 
, H. Kramer & Co., | Same 200, 000 
ind Frankfort Ave ingots 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, August 24, 1951. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Service Administration, 
Washington 25, D. C. 

DEAR Mr. WALSH: In connection with the letter you received dated August 
10, authorizing release of up to 25,000 short tons of copper from the stockpile of 
strategic materials, there is transmitted to you herewith a list specifying the 
persons to whom this material may be delivered together with the respective 
quantities and types such persons may receive 

It is requested that this material be shipped in accordance with shipping in- 
structions to be received from them, on such terms as may he satisfactory to 
you. In the event that additional quantities may be determined to be necessary 
or advisable, we will notify you promptly. 

Yours very truly, 
F. H. HAyYEs, 
Director, Copper Division. 


Lumen Bearing Co., 197 Lathrop St., Buffalo, | Same 50,000 | Fire refined copper ingot 
N. Y 
Barth Smelting Co., 129 Chapel St., Newark, Ti 100, 000 D 
N.J 
Silverstein & Pinsof, Inc., 1720 North Elston dc 40, 000 De 
Ave., Chicago, Ill 
I A. Cohn & Bro., Inc., 5429 R evelt Rd., j 44, OOK D> 
Cicero, Il. 


SUREAU OF FEDERAL SUPPLY, 
Buffalo, N. Y., August 30, 1951 
GENERAL SERVICES ADMINISTRATION, 
Emergency Procurement Service, 
Washington, D. C. 
(Attention J. FE. Salisbury.) 

Confirming telephone advises Stibbs Transportation Lines at Syracuse, N. Y 
where and when to pick up 50,000 pounds copper ingots at Rome, N. Y., con 
tract No. GS—OOP (S10558SSCM). 

LUMEN BEARING Co 


L. A. COHN & Bro., Int 
Chicago 50, August 29, 1951. 
Mr. J. E. SALiIsBury, 
Director, Storage and Transportation Division, 
Emergency Procurement Service, 
Washington 25, D. C 


DEAR Str: Permit us to say thank you to you fo our kind assistance re- 
garding release of copper ingot to us under GS-OOP-—S-1061 as issued to us 
this morning by General Services Administration. 

As you suggested, we will phone Mr. L. I. Mansager at your Hammond, Ind., 
warehouse this afternoon with the hope that shipment will be sent forth today. 

With best wishes, 

Yours very truly, 
Morton A. FRIEDMAN 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, August 29, 1951. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington 25, D. C. 

Deak Mr. WaLsH: In connection with the letter you received dated August 

10, authorizing release of up to 25,000 short tons of copper from the stockpile 
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of strategic materials, there is transmitted to vou herewith a list specifying 
the persons to whom this material may be delivered together with the respective 
quantities and types such persons may receive. 

It is requested that this material be shipped in accordance with shipping 
instructions to be received from them, on such terms as may be satisfactory to 
you. In the event that additional quantities may be determined to be necessary 
or advisable, we will notify you promptly 

Yours very truly, 
KF. H. Hayes, 
Director, Copper Division 


Amount 


pound Material 


Buyer Destination 


Nehring Electrical Works, DeKalb, Il Phelps Dodge 250,000 | Electrolytic copper wire bars, 


Copper 


Produet 


Bayway, | 
N.J | 
Koppe Cc Inc., metal products division, | Baltimore 10,000 Fire refined coppe | 
00 Scott St., Baltimore Md Md 


DEKALB, IL fugust 30, 1951 
J. BE. SALISBURY 
Director, Storage and Transportation Division: 

Retel we hereby accept your offer 250,000 pounds electrolytic copper wire bars 
265 pound bars if possible $0.245 per pound f. o. b. Guilderland Center, N. Y., our 
contract No. GS-OOP—/S/1062/SCM Ship to Phelps Dodge Copper Products 
Corp., Bayway, N. J. via New York Central Railroad free literage. 

NEHRING ELECTRICAL WorKs. 


Amount 





Buyer Destination (pounds Mater 
Guilderland Center, |) 
N. ¥ 
N ( il W I ] . 
. = ea Phely Dodge Copper 250,000 | Electrolytic copper wirebars 
sd Products, Bayway, 
N. J 
k vers al In¢ netal )} 
Bet! , Pa 
pr t st Balti Md j #0, 000 Fire refined copper 
Balt ore Md fries ? 
Fire refined ingots: Bethlehem, Pa., Davisville, R. I., Rome, N. Y., Guilderland Center, N. ¥ cotia, 
N. Y., Columbus, Ohio, New Haven, Ind., Hammond, Ind., Sharonville, Ohio, Afeo, Ohio 
Wirebars: Rome, N. Y., Guilderland Center, N. Y., Scotia, N. Y., Davisville, R. I., Columbus, Ohio, 
Hammond, Ind., New Haven, Ind 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY 
Washington, September 7, 1951. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 

Dear Mr. WALSH: Supplementing our letter of August 15 wherein we trans 
mitted to you a list specifying certain quantities of refined copper to be delivered 
to various consumers, we wish to make the following adjustment in quantity: 
Bridgeport Brass Co., 30 Grand Street, Bridgeport, Conn., 600,000 pounds ele 

trolytic copper cathodes ; 600,000 pounds fire refined copper ingot. 

Should be 
Bridgeport Brass Co., 30 Grand Street, Bridgeport, Conn., 635,476 pounds elec- 
trolytic copper cathodes; 600,000 pounds fire refined copper ingot. 

It is our understanding that this material has already been shipped and merely 
submit this adjustment in order to complete the record. 

Yours very truly, 


F. H. HaYEs, 
Director Copper Division 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY 
Washington, September 7, 1 / 
\ 4. J. WALSH, 
Commissioner, HRmergqency Procurement Service 


General Services Administration, Washinaton 25. D. C 


Dear Mr. WALSH: In connection with the letter you received dated August 10 
authorizing release of up to 25,000 short tons of copper from the stockpile of 
strategic materials, there is transmitted to vou herewith a list specifving the 
persons to whom this material may be delivered together with the respective 
quantities and types such persons may receive 

It is requested that this material be shipped in accordance with shipping in 

ructions to be received from them, on such terms as may be satisfactory to you 
In the event that additional quantities may be determined to be necessary 01 

dvisable, we will notify you promptly 
Yours very truly 
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DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY 
Washing 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Service Administration, Washington, D. ¢ 


Dear Mr. WALSH: In connection with the letter you received dated August 
10 authorizing release of up to 25,000 short tons of copper from the stockpile 
of strategic materials, there is transmitted to you herewith a list specifying 


the persons to whom this material may be delivered together with the respective 
quantities and types such persons may receive 

It is requested that this material be shipped in accordance with shipping in 
structions to be received from them, on such terms as may be satisfactory to 
you. In the event that additional quantities may be determined to be necessary 
or advisable, we will notify you prompt]: 

Yours very truly, 
F. H. HAYEs, 
D ector, Copper Divisior 
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SEPT. 12, 19 
Bu Destinat amount fateria 
pound 
Alter Co., 1701 Rocking- | To be specified by buyer 10,000 | Fire-refined copper ingot 
ha Rd., Davenpo low 
A me n Bra ©o., 414 10 1,089,000 | Electrolytic copper pe le 
Mead t Watert ha 
Conn 
Geo, A, Avril Smelting Corp., lo 40,000 | Fire-refined copper ingots 
Este A ind B,.& O. RR 
{ . ‘oT 
I rated eta livision, i “a 200,000 | Electrolytic copper cathodes 
America Smelting & Re 230, 000 Electrolytic or fire-refined copper 
fir Cc 120 1 va ont 
y k N. ¥ 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, September 20, 1951. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 

DeaR Mr. WALSH: In connection with the letter you received dated August 
10 authorizing release of up to 25,000 short tons of copper from the stockpile 
of strategic materials, there is transmitted to you herewith a list specifying the 
persons to whom this material may be delivered together with the respective 
quantities and types such persons may receive 

It is requested that this material be shipped in accordance with shipping 
instructions to be received from them, on such terms as may be satisfactory 
to you In the event that additional quantities may be determined to be 
necessary or advisable, we will notify you promptly 

Yours very truly, 
F. H. Hayes, Director, Copper Division. 























Buyer Destination Amount Material 
pound 
Wheeling Bronze Casting Co., 36th | Wheeling, W. Va 29,000 | Fire refined copper ingot 
ind McColloch St 
Faleon Bronze Co., 218 South Phelps St , Ohio 310, 000 Do 
Lawrence Copper & Bronze Co., West a 40, OOO Do 
New Castle St 
Dixie Bronze, 2231 27th Ave., North Birmingham, Ala 15, 000 Do 
Barth Smelting & Refining, 99-129 | Newark, N. J 325, 000 Do ' 
Chapel St., Newark, New Jersey j 
L. A. Cohn & Bro 4290 West Roose- | Cicero, Ill 150, 000 Do 
velt Rd 
H. Kramer & Co., 1315 West 2ist St Chicago, Ill 400, 000 De 
Ajax metals div H. Kramer & Philadelphia, Pa 200, 000 Do 
Co. 46 R nd 
Metals Refining Co., Ine. 1723 Summer | Hammond, Ind 40, 000 D 
t., Hammond, Indiana 
National Lead Co., 900 West 18th St Til 110, 000 D 
Alter Co., 1701 Rockingham Rd port, Iowa 10. 000 Do 
Cincinnati Railway & Supply, 13 East | Pittsburgh, Pa 20, 000 Do | 
2d St., Cincinnati, Ohio | 
Butter Sales Co., 151 Mount Vernon | Dorchester, Mas 40, 000 Do j 
St., Dorchester, Mass j 
Cambridge Street Metal Co., 291 Cam- Allston, Mass 40, 000 Do 
bridge St., Allston, Mass ' 
Bethlehem Steel Co., 701 East Third St. Bethlehem, Pa 86, 000 Do 
Philadelphia Bronze & Brass Corp., 22d | Philadelphia, Pa 75,000 | Electrolyti 
and Master Sts., Philadelphia, Pa 
A} inum Co. of America, 801 Gulf | Pittsburgh, Pa 260,000 | Fire-refined copper ingot 
Building, Pittsburgh, Pa 
U. 8S. Metal Products Co., Fillmore | Erie, Pa 40, 000 Do 
Ave. and New York Central RR 
l S. Navy, General Stores Supply | Philadelphia, Pa 110,000 | Electrolytic cathode 


Office, Code GSC-13, 700 Robbins 
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DEPARTMENT OF COMMERCI 
NATIONAL PrRopucTION AUTHORITY, 
Washington 25, September 26, 1951 
\lr A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Service Administration, 
Washington 25, D. C. 


DeaR Mr. WALSH: In connection with the letters you received dated August 10 
ind September 20, 1951, authorizing the release of up to 25,000 short tons and 
30,000 short tons respectively of copper from the stockpile of strategic materials, 
there is transmitted to you herewith a list specifying the persons to whom this 
material may be delivered together with the respective quantities and types 
such persons may receive. 

It is requested that this material be shipped in accordance with shipping in 
structions to be received from them, on such terms as may be satisfactory to 
you. In the event that additional quantities may be determined to be necessary 
or advisable, we will notify you promptly. 

Yours very truly, 
F. H. Hayes, Director, Copper Division 
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DEPARTMENT OF COM MERCI 

NATIONAL PRODUCTION AUTHORITY, | 
Washington 25, Septeimbe 6, 195 


Mr. A. J. WALSH 
Commissioner, Emergency Procurement Nervice 


) 


General Services Administration, Washington 25, D. C 


Dear Mr. WALSH In connection with the letter vou received dated August 10 
authorizing release of up to 25,000 short tons of copper from the stockpile of 


strategic materials, there is transmitted to vou herewith a list specifying the 
persons to who this material may be delivered together with the respective 


quantities and types suc h persons may receive 

It is requested that this material be shipped in accordance with shipping in 
Structions to be received from them, on such terms as may be satisfactory to you 
In the event that additional quantities may be determined to be necessary 01 
advisable, we will notify you promptly 

Yours very truly, 
I’, S. HAYES 
Director, Copper Di gia? 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY 
Washington 25, October 1, 1951 
Mr. A. J. WALSH, 
Commissioner, Emergen Procurement Serr 


General Services Administration, Washington 25, D. ¢ 


Dear Mr. WALSH: In connection with the letters you received dated August 
19 and September 20, 1951, authorizing the release of up to 25,000 short to ind 


30,000 short tons, respectively, of copper from the stockpile of strategic materials, 
there is transmitted to you herewith a list specifying the persons to whom this 
material may be delivered together with the respective quantities and types such 
persons may receive 

It is requested that this material be shipped in accordance with shippin n 


structions to be received from them, on such terms as may be satisfactory to you 
In the event that additional quantities may be determined 
isable, we will notify you promptly 

Yours very truly 


De necessul 


H. H. Hayes, 


Director, Copper Divis 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY 
Washington 25, October 17, 1951. 
Mr. A. J. WALSH 


Commisstoner, Iymergency Procurement Service, 


General Services jdministration, Washington 25, D. Cc. 


Dear Mr. WALSH: In connection with the letters you received dated August 10 
and September 20, 1951, authorizing the release of up to 25,000 short tons 
and 30,000 short tons respectively of copper from the sto kpile of strategix 
materials, there is transmitted to you herewith a list specifying the persons to 
whom this material may be delivered together with the respective quantities 
and types such persons mnay receive 

It is requested that this material be shipped in accordance with shipping 
instructions to be received from them, on such terms as may be satisfactory 
to you. In the event that additional quantities may be determined to be neces 
sary or advisable, we will notify you promptly 

Yours very truly, 
EF. H. Hayes, Director, Copper Division. 
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1186 | MeCallu Br Co Ine., 242 Buffalo, N. Y 150, 0 Do 
‘1 ' N. 3 
118 { M ts Co., Fill Erie, Pa 7. 40, 000 Do 
Ave. a New York Central 
Erie, Pa. 
88 | Whee g Bronze Casting Co., Post | Moundsville, W. Va..; 291,000 | Electrolyti« per 
ffice Box 386, Moundsville, got 
W. Va 
1189 | Alter Co., 1701 Rockir im Rd., | Davenport, Iowa ‘ 40,000 | Fire refined copper in 
Davenport, lowa t roly 
DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, October 25, 1951. ' 


Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. @. 


Dear Mr. WALSH: In connection with the letters you received dated August 
10 and September 20, 1951, authorizing the release of up to 25,000 short tons 
and 30,000 short tons, respectively, of copper from the stockpile of strategic mate- 
rials, there is transmitted to you herewith a list specifying the persons to whom 
this material may be delivered together with the respective quantities and types 
such persons may receive. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS LOD 


It is requested that this material be shipped in accordance with shipping in- 
structions to be received from them, on such terms as may be satisfactory to you. 
In the event that additional quantities may be determined to be necessary 
advisable, we will notify you promptly. 

Yours very truly, 


or 


F. H. Hayes, Director, Copper Division 


ct 
A 
Buye I) M 
le . I r s 1 
ist i 
201 C kk 4 
Mi 1 ox i 1 ) 
( - 
I M 
B 0 | ) 4 ( it fire 
ing 
A t., Mil do 0. 00 | 





DEPARTMENT OF COMMERCE 
NATIONAL PRODUCTION AUTHORITY, 


Washinaton 25, Vovember . Av 
Mr. A. J. WALSH, 


Commissioner, Emergency Procurement Service. 
General Services Administration, Washington 25, D. C. 
Dear Mr. WALSH: In connection with the letters you ree 


I 


‘ived dated August 10 





and September 20, 1951, authorizing the release of up to 25,000 short tons and 
| (0,000 short tons respectively of copper from the stockpile of strategic materials 
i there is transmitted to you herewith a list specifying the persons to whom this 


material may be delivered together with the respective quantities and types such 
persons may receive. 


| 
[It is requested that this material be shipped in accordance with shipping ir 
| structions to be received from them, on such terms as may be satisfactory to you 
In the event that additional quantities may be determined to be necessary o1 
\dvisable, we will notify you promptly. 
Yours very truly, 
F. H. HAYEs, 
Director, ¢ opper Division. 
Buye \ Mate 
j Navy, Gene t } 4 I 
700 Rot \ I 

t 211, Pa 

) I lely + Shipya 100, O06 D 

Pug Sound Shit I 3 D 

; rton, Wash 
De N il Gun | tor W q ( I) 
i t D. ¢ 
' 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, November 15, 1951 


Mr. A. J. WALSH, 

Commissioner, Emergency Procurement Service, 

General Services Administration, Washington 25, D. OC. 

DEAR Mr. WALSH: In connection with the letters you received dated August 10 
and September 20, 1951, authorizing the release of up to 25,000 short tons and 
30,000 short tons respectively of copper from the stockpile of strategic materials, 
there is transmitted to you herewith a list specifying the persons to whom this 
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material may be delivered together with the respective quantities and types such 
persons may receive 

It is requested that this material be shipped in accordance with shipping 
instructions to be received from them, on such terms as may be satisfactory to 
you In the event that additional quantities may be determined to be necessary 
or advisable, we will notify you promptly 

Yours very truly, 
I’. H. HAyYEs, 
Director, Copper Division 


NOV. 15, 1951 


B Destin Amount Mate ] 
Bartl eltir Corp., 99-129 ( ipel Newark, N. J 200, 000 Fire refined copy 
Newark, N. J 
H. Kra r & ¢ West 2ist St H, Kramer & C¢ 131 100, 000 0 
C} | Wi st St., ( . 
I} 
H. Kramer & ¢ , Ajax 350. 000 Do 
Metal Divisior it 
Richmond St I i 
lelphia, Pa 
Bohn Alur um & Br Cory 1400 lo be specified 175, OOK Refined coppe hapes 
Lafayette Bld Det t, Micl be specified i 
vin-Mathe ( : lll Chouteau do l 2 OM De 
I Me 


Manufacturing Co., 99 Mil do $66, 000 Di 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, November 27, 1951. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 

Dear Mr. WALSH: In connection with the letters you received dated August 
10 and September 20, 1951, authorizing the release of up to 25,000 short tons and 
30,000 short tons, respectively, of copper from the stockpile of strategic materials, 
there is transmitted to you herewith a list specifying the persons to whom this 
material may be delivered together with the respective quantities and types such 
persons may receive 

It is requested that this material be shipped in accordance with shipping 
instructions to be received from them, on such terms as may be satisfactory to 
you. In the event that additional quantities may be determined to be necessary 
or advisable, we will notify you promptly. 

Yours very truly, 
F. H. Hayes, 


Director, Copper Division 
Vovember allocation 


junt 











Buyer | Destination = Material 
ounds 
' 
Wh g Bronze Casting Co., Gler Moundsville, W. Va 190, 000 Electrolytic copper 

Date plant, P. O. Box 386, Mound | 
lle, W. Va 
American Brass Co., 414 Meadow St lo be specified 1, 766,000 | Refined copper I t | 
Waterbury, Conr be specified i 
Anaconda Wire & Cable Co., 25 do 2, 556, 759 | Electrolytic opper-W i 

Broadway, New York, N. ¥ bars 

Phelps Dodge Copper Products, 40 1o 5, 534, 000 Do 


Wall St., New York, N. ¥ 


| 

rag 

Total 10,046 759 
| 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, December 19, 1951 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 
Dear Mr. WALSH: In connection with the letter you received dated August 
10 and September 20, 1951, authorizing the relense of up to 25,000 short tons and 


0.000 short tons, respectively. of copper from the stockpile of strategic materials, 
here is transmitted to vou herewith a list specifving the persons to whom this 
material may be delivered together with the respective quantities and types such 

persons may receive 
It is requested that this material be shipped in accordance with shipping 
structions to be received from them, on such terms as may be satistf tory 
u In the event that additional quantities may be determined to be neces 


ry or advisable, we will notify you promptly. 
Yours very truly, 





Acting Director, Copper Division 
Deeember allocation 
Buyer \ 
1 Mot I ( 4 ( ' 
A 4 ( 
Callum |} e ( I t 
tein & Pinsof. I N 1) 
} t 4 , Chica . iil 
Faleon Bronze Co 8 Your \ oO g T) 
l : nestown. O} 
I ] M Co id we } } 
Rict i. Va 
i Met I u ( I { Do 
Fil re Ave. and vy Y k Cer 
1R. R., Erie, Pa 
Barth Smelting Corn., 99-129 Chanel Newark, N. J ry 7 Do 
Newark, N. J 
Joseph H. Homan Metal Co., 824 | Cincinnati, Ohio 19 AND Do 
R 3 Cin nati O} 


Lumen Bea 
St., Buffalo 





N. Y. 


Lawrence Copper & Bronze Co.. | Zelienople, Pa 70. OO Do 
7. ienople, Pa 
Phelps Dodge Copper Products, 40 | To be specified ? Electrolyti row 
Wall St., New York, N. Y 
Kenmore Metals Cort 20 Of t.. ) 15. 000 Electrolvti 1 i 
rsey City, N. J. 
DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washinaton 25, December 29, 1951 


Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. OC 
DEAR Mr. WALSH: In connection with the letter you received dated August 10 
and September 20, 1951, authorizing the release of up to 25,000 short tons and 
30,000 short tons respectively of copper from the stockpile of strategic mater 
i 


be | 1ais 

there is transmitted to you herewith a list specifying the persons to whom this 

material may be delivered together with the respective quantities and types such 
persons may receive. 

Please note that the attached releases total 4,169,830 pounds of copper which 


completes the total of 110 million pounds authorized under the dates mentioned 


above. 

It is requested that this material be shipped ir ecordance with shipping 
instructions to be received from them, on such terms as may be satisfactory to 
you 


Yours very truly, 
. B. ANDREWS, 

icting Director, Copper D io? 

39888—54—pt. 2 
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DEC. 29, 1951 


} Amount 
Buyer Destination (pounds) Material 
U. S. Navy, General Stores Supply | To be specified_. 108,000 | Copper cathodes 


Oftice, 700 Robbins Ave., Philadel 
phia, Pa 


Reynolds Metals Co., 3d and Grace | Jones Mill, Ark_...-. 100,000 | Copper cathodes or ingot 
Sts., Richmond, Va 
Aluminum Co. of America, 801 Gulf | New Kensington, Pa | 100,000 | Copper cathodes 


Bldg., Pittsburgh, Pa 
Kaiser Aluminum & Chemical Corp., | Spokane, Wash 
Mead Works, Spokane, Wash 


oo 320, 000 Do. 


SPECIAL ALLOCATION, DEC, 29, 1951 





American Brass Co., 414 Meadow St., | To be specified 1,042,150 | Refined copper to be speci 
Waterbury, Conn fied. 
Revere Copper & Brass, Inc., 230 do 786, 150 Do. 
Purk Ave., New York, N. Y 
C. G. Hussey & Co., 2850 2d Ave., Pittsburgh, Pa 601, 300 Do 
Pittsburgh, Pa | 
Western Brass Mills, East Alton, Il East Alton, Ill } 117, 200 Do, 
Chase Brass & Copper Co., Inc., 236 | To be specified } 19, 500 Do. 
Grand St., Waterbury, Conn. } | 
Electric Materials Co., Inc., Clay and do | 13,700 Do 


Washington Sts., P. O. Box 390, | 
North East, Pa 


Copperweld Steel Co., 9th and Mo- do 173, 548 | Electrolytic copper wire 
nongahela Ave., Glassport, Pa bars 
Westinghouse Electric Corp., P. O. | do.. | 788, 282 Do 


Box 1017, Pittsburgh, Pa. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, January 8, 1952. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. O. 

Dear Mr. WALSH: With reference to our letter of December 29th wherein we 
attached releases totaling 4,169,830 pounds of copper we would like to make 
the following corrections: 

Delete the authorization of 788,282 pounds to the Westinghouse Electric Corp. 
and include 394,141 pounds for the Phelps Dodge Cepner Products Corp. and 
394,141 pounds for the Rome Cable Corp. as per the attached list. 

We understand that you are in a position to accept this change. 

Yours very truly, 
P. B. ANDREWS, 
Acting Director, Copper Division. 


| Amount | 


Buyer Destination (pounds) | Material 
Phelps Dodge Copper Products Corp., | To be specified ...| 304,141 | Electrolytic copper wire 
40 Wall St., New York 5, N. Y. | | bars. 
Rome Cable Corp., Ridge St., Rome, MD ides | 394,141 Do. 
N.Y. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, June 12, 1952. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington 25, D.C. 

Dear Mr. WatsH: Pursuant to authorization contained in the Presidential 
order to the Munitions Board dated May 16, 1952, to release an amount of copper 
not to exceed 22,000 tons from the national stockpile for sale in accordance with 
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allocations by NPA with the understanding that the amount of copper to be 
withdrawn from the stockpile shall be limited to the amount actually lost as a 
result of the embargo imposed by Chile on copper or failure to ship, it is hereby 
determined that the deficit for the month of June of Chilean copper due to such 
embargo or failure to ship is 9,801 tons. In accordance with this determination 
and the authorization of the above cited Presidential order we are enclosing 
herewith a list of consumers who will receive copper in the amounts stated. 

The persons shown in the attached list are authorized to receive refined copper 
in accordance with the provisions of section 3 of NPA Order M-16, the total 
thereof amounting to 6,52644 net tons represents the initial withdrawal against 
the total authorized. You will be advised in due course of any additional with- 
drawals that may be specified by this Division. 

Please arrange to ship the refined copper to the people designated in accordance 
with instructions to be received by you from them on such terms as are satis- 
factory to you. Your cooperation is requested in the matter of arranging ship- 
ment of the copper at the earliest possible date to prevent undue hardship and 
possible plant shutdown, 

Additional allocations to cover the balance of the determined deficit for June 
will be forwarded to you at an early date. 

Yours very truly, 
JOHN B. OLverson, 
Recording Secretary. 


BRASS MILL BRANCH, SHORTAGES OF JUNE COPPER, JUNE 10, 1952 


mount 
Buyer Destination A wees Material 
(pounds 
Bridgeport Brass Co., 30 Grand St., | To be specified 106, 000 | Cathodes. 
Bridgeport 3, Conn 

International Silver Co., 48 State do 332, 000 | Ingot, electrolytic refined 
St., Meriden, Conn 

Phelps Dodge Copper Product do Q 
Corp., 40 Wall St., New York 5, 

N. Y. 

Plime & Atwood Manufacturing do 260, 000 | Ingot-bar, electrolytic or 
Co., 470 Bank St., Waterbury, fire refined cathode \% 
Conn. inch 

Reading Tube Corp., Seventh and do 242,000 | Cathode.? 

South Sts., P. O. Box 126, Read- 
ing, Pa. 

Stamford Rolling Mills, Rolling do.... 226,000 | Slabs, 5 x 54 x 344, elec- 
Place, Springdale, Conn | |  trolytic. 

Voleo Brass & Copper Co. Kenil do — . | 140, 000 | Electrolytic.* 
worth Blyd., Kenilworth, N. J 

American Brass Co., 414 Meadows |-.....do 616, 000 Electrolytic copper wire 
St., Waterbury 20, Conn | bars 

Anaconda Wire & Cable Co., 25 do... 252, 000 Do.? 

Broadway, New York 4, N. Y. | 

Copperweld Steel Co., 9th St. and |.....do_-_. ‘ 1, 237, 500 Do. 
Monongahela Ave., Glassport, 

Pa | 

General] Cable Corp., 420 Lexington do 1, 000, 500 Do, 
Ave., New York 17, N. Y 

Phelps Dodge Copper Products, do -.-...--~| 3 4, 780, 000 Do. 
40 Wall St., New York 5, N. Y. | 

John A. Roebling’s Sons Co., do neta 167, 000 Do. 
640 South Broad St., Trenton 2, | 
N. J. 

Rome Cable Corp., Ridge St., ..do i 760, 000 Do 
Rome, N. Y. 60, 000 

Triangle Conduit & Cable Co., do... ca 320, 000 Do.? 

Triangle and Jersey Aves., New 
Brunswick, N. J. 

Western Electric Co., 195 Broad- do acy 632, 000 Do. 

way, Room 622, New York 7, 
N.Y 

Circle Wire & Cable Corp., 5500 | ....do.........-. 72, 000 Do! 
Maspeth Ave., Maspeth, Long 
Island, N. Y. 

Southwire Co., Fortilla St., Carroll- Wate ae bas : 100, 000 Do. 
ton, Ga 

Spargo Wire Co., Railroad St., Mtinthaptitietunnnid 75, 000 Do. 


Rome, N. Y. (Canceled 








410 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


JUNE ALLOCATION 


Buyer Destination Amount Material 
pounds) 
bridge Street Metal Co., 291 | Allston, Mass 40,000 | Refined coppe 
Cambridge St., Allst M 
J H H ; M $24 ( i iti. O 4 n I f ‘ tor 
} ( oO ¢ 
Ba Smelt ( 19-129 k, } 160, Of I f per i t 
( apel St ve J 
a. 2 & ( ( I Iphi M \ | f 
‘ ( | t | 
My = 
I \ ( ( Phe \W t fice 2 ( I f I t 
I Va viati 1 J 
1 \r 
A ! St A e, Wi 200, OOO I t ( 
l t ( l (i t 
Ave., ¢ 
I & ) 1 (0), OOK ) 
kK \ 
1 l 24 I N. ¥ 4 
t., Bu Y 
i B & ( J I ' I 
{ | ' 
1 ' 1] | | : an ae re 5 
{ ‘ vr ; 
I I 
A u ( A i () Ma Y 0. 00 Electrolvt j 4x 
I Bldg., Wa D, ¢ S fir ed 
I r 2 
A Maga I @ 4 nul ‘ 40) 1 I a gots. 
Holmesburg, Philad I 
I A. ( XY | I ; \W Cict I] 100, Fire r i I ot. 
I evelt Rd., Ciee I 
I t { ng Work B kl vy. ¥ 550,000 | Electr tic copy 
| I tA Brook 
‘“ y 
F. W. Berk & ( I Wood | Mr. 1 420 I 0,000 | Refi per 
Ridg Divisio Wood Ridge ton A ew York 
J N. ¥ 
W ug Br In 100 M id | Detroit, Mich 40, 000 0 
A ve troit, M 


§ 2,730,000 pounds other types; 2 million pounds cathodes. 
* Other type 


§6),000 pounds allocated under IM 635-652 and 40,000 pounds allocated under JD 820-65 


Cancellation From List of June 12, 1952 
Pounds 
Spargo Wire Co., Rome, N. Y falters ~ OR 
Anaconda Wire & Cable Co., New York, N. Y cam cnaeabenen alta one, Oy O00 
Triangle Conduit & Cable Co., New Brunswick, N. J _.. 120, 000 
Reading Tube Corp., Reading, Pa-.-----~---- ; . 54,000 
John A. Roebling & Sons, Trenton, N. J- as E 167, 000 





SOAL  ccbhanneaee _._.. 471, 000 


DEPARTMENT OF COMMERCE, 
NATIONAL PropucTion AUTHORITY, 
Washington 25, June 24, 1952. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington 25, D. @. 

DeAR Mr. WatsH: Pursuant to authorization contained in the Presidential 
order to the Munitions Board dated May 16, 1952, to release an amount of copper 
not to exceed 22,000 tons from the national stockpile for sale in accordance with 
allocations of NPA with the understanding that the amount of copper to be 
withdrawn from the stockpile shall be limited to the amount actually lost as a 
result of the embargo imposed by Chile on copper, or failure to ship. 

It was determined in our letter to you of July 12 that the deficit for the month 
of June of Chilean copper, due to such embargo or failure to ship, was 9,801 





a 
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tons. At that time we forwarded to you a list of consumers authorized to receive 
copper in the amount of 6,526% tons. 

We are now enclosing an additional list of consumers authorized to receive 
refined copper in accordance with the provisions of section 3 of NPA Order M-16, 
the total thereof amounting to 2,588'%4 net tons. After this quantity there 


remains a balance authorized for withdrawal in accordance with the above 
cited Presidential order in the amount of 921% tons, arrived at as follows: 


Tons 
Original withdrawal___________- se SE. te 4 RE nc De ... 6526.5 
De er ick ka tiielistitcicivinivinsttiisctanvintasmacniticasaainsdcaiaala i i it alt i J 2588. 5 
PIE OR a cea elec netted ee ee eee ee 9115. 0 
Less adjustments on original list-_...___________ spat tbEnatrl cicadas 235. & 
TOE ics clack ee oe as oe Ek eT ee S870. 5 
pe BR es ee ae 
Balance esi al ian Ba Ti Bs eal 921. 5 


We are also enclosing a list showing cancellations from our original instructions 
in the amount of 23514 tons to support the adjustment figure in that amount 
shown in the above tabulation. 

Please arrange to ship the refined copper to the people designated in the 
attached list in accordance with instructions to be received by you from them 
on such terms as are satisfactory to you. 

Your cooperation is requested in the matter of arranging shipment of the 
copper at the earliest possible date to prevent undue hardships and possible 
plant shutdowns. Additional allocations to cover the balance of the determined 
deficit for June will be forwarded to you at an early date. 

Yours very truly, 
JOHN B. OLvERSON, 
Recording Secretary. 


Buyer Destination Amount Mater 
Pounds 
American Brass Co., 414 Meadow 8t., lo be specified 21,000 | Electrolytic pper wir 
Waterbury 20, Cont bal 
Anaconda Wire & Cable C 25 io : 437. 000 Do. 
Broadway, New York 4, N. Y 
General Cable Corp., 420 Lexington do 249, 000 Do. 
Ave., New York 17, N. Y. 
Kennecott Wire & Cable Co., Bourne lo 93, 000 Do 
Ave., Phillipsdale, R. I 
Phelps Dodge Copper Products Corp do 1, 603, 000 Do 
40 Wall St., New York 5, N. Y 
John A. Roebling’s Sons Co., 640 do 63. 000 Do. 
South Broad St., Trenton 2, N. J 
Rome Cable Corp., Ridge St., Rome, lo 153. 000 Do 
N. Y. 
Triangle Conduit & Cable Co., do 56, 000 Do 


Triangle & Jersey Ave., New 
Brunswick, N. J 


Western Electric Co., 195 Broadway, do 367. 000 Do 
Room 622, New York 7, N. Y | 

Circle Wire & Cable Corp., 5500 Mas- .do : 30, 000 Do. 
peth Ave., Maspeth, Long Island, 
N. Y. 

Jordan Metal Products, 100 Beaver do . 45, 000 Do 
st., Jordan, N. Y. 

Magnet Wire Co., Inc., 345 North a r 57, 000 Do 
Francisco, Chicago, Ll. 

Southwire Co., Fertilla St., Carroll- fe, 73, 000 Do 
ton, Ga. 

Bridgeport Brass Co., 30 Grand 8t., | ee... 6, 000 Do. 
Bridgeport, Conn. 

Total _...-|3, 253, 000 





4] 


bo 


STOCKPILING 


Brass mill branch, June 24, 1952 


Buyer 


American Brass Co., 414 Meadow St., 
Waterbury, Conn 


To be specified... 


SHORTAGES OF JUNE SUPPLEMENTAL COPPER 


Amount 


vent 
Destination (pounds) 


f 100, 000 
\ 617, 000 





STRATEGIC AND CRITICAL MATERIALS 


Material 


Wire bars. 
Cathode. 





Bridgeport Brass Co., 30 Grand St., do..... ‘ 241,000 | Cathode, wire bars or fire 
Bridgeport, Conn refined (any shapes) 
Phelps Dodge Copper Products .-do.. 126,000 | Wire bars. 
Corp., 40 Wall St., New York, N. Y 
Revere Copper Brass, Inc., 230 Park do 552, 000 Do. 
Ave., New York, N. Y 
Riverside Metal Co., 1 Pavilion Ave., do 33,000 | Ingot bars. 
Riverside, N. J 
Scovill Manufacturing Co., 99 Mill do 55, (00 
8t., Waterbury, Conn. 
Total 1, 724, 000 
JUNE ALLOCATION 
Wheeling Bronze Casting Co., 36th | 36th and McColloch Sts., 60, 000 Electrolytic copper ingot 
and MecColloch Sts., Wheeling, Wheeling, W. Va. bars. 
W. Va | 
L. A. Cohn & Bro., Inc., 5429-5439 | Chicago (Cicero), MM 100,000 | Fire refined copper ingot. 
Roosevelt Rd., Chicago, Il 
Lawrence Copper & Bronze Co., | Zelienople, Pa 40, 000 Do. 
Zelienople, Pa 
Total 5,177,000 


2,588.5 short tons. 
DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, June 27 


wets 195 Ss 
Mr. A. J. WaALsH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 

Deak Mr. Watsu: Pursuant to the authorization given in the Presidential 
order to the Munitions Board dated May 16, 1952, we are now enclosing an 
additional and final list of consumers authorized to receive refined copper in 
accordance with the provisions of section 3 of NPA Order M-16. The total 
tonnage involved in this supplemental list amounts to 920 short tons which 
according to our records leaves a balance of 1.5 tons authorized for withdrawal 
in accordance with the Presidential order. This balance can now be accepted 
for delivery to the stockpile. 

Please arrange to ship the refined copper to the firms designated in the attached 
list in accordance with instructions to be received by you from them on such 
terms as are satisfactory to you. 

Your cooperation is requested in the matter of arranging shipments of the 
copper at the earliest possible date in order to prevent possible plant shutdown. 

Yours very truly, 
JOHN B. OLVERSON, 
Recording Secretary. 
JUNE 27, 1952 


| Amount 








Buyer Destination | Contract (pounds) | Material 
Revere Copper & Brass, Inc., 230 Park | To be specified... GS-OOP-(S) 1565 | 460,000 | Cathodes. 
Ave., New York, N. Y. | 
Phelps Dodge Copper Products, 40 |.....do.......-- 1566 | 460,000 | Electrolytie 
Wall St., New York, N. Y. | | | wire bars. 
Anaconda Wire & Cable Co., 25 Broad- |_....do..... ‘J 1567 | 460,000 Do. 
way, New York, N. Y. 
American Brass Co., 414 Meadow S8t., Paicstdecent 1568 | 460,000 | Cathodes. 


Waterbury, Conn. | 
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Senator Martone. Who was President at that time? 

Mr. Watsu. President Truman. 

Senator Matone. What date? 

Mr. Watsu. The first authorization on copper was August 6, 1951, 
for 25,000 tons. The next was September 20, 1951, for 30,000 tons. 
The next one was May 16, 1952, for 22,000 tons. 

Senator Martone. That adds up to the authorization. 

Mr. Watsn. Yes, sir. 

Senator Matone. Of the authorization of 77,000 tons, 64,800 tons 
had been actually withdrawn up to October 9, 1953. 

Mr. Watsu. Yes, sir. 

Senator Martone. Now, with respect to lead, who authorized the 
withdrawal from the stockpile of 30,000 tons of lead up through 
October 9, 1953? 

Mr. Watsu. The authorization was a letter from the President of 
November 16, 1951, for 30,000 tons. 

Senator Matong. Up to October 9, 1953, 17,795 tons have been 
actually withdrawn. 

Mr. Wausn. Yes, sir. 

Senator Matone. Do you have the actual withdrawals there? 

Mr. Watsu. No, sir, that is the correct figure. I do not have the 
detail. 

Senator Matong. Will you secure the details and dates of the actual 
withdrawal for the record at this point in your testimony ? 

Mr. Watsn. Yes, sir. 

(The information is as follows:) 


THe WHITE House 


WASHINGTON 


Key West, Fia., November 16, 1951. 
Hon. JoHN D. SMALL, 
Chairman, Munitions Board, Washington, D. C. 


My Dear Mr. SMALL: In view of the urgent need for lead during the coming 
3 months as outlined in Mr. Wilson’s letter of November 1, together with your 
recommendation, I find pursuant to the Strategic and Critical Materials Stock- 
piling Act as amended, Public Law 520, 79th Congress, that the release of not to 
exceed 30,000 tons of lead from the stockpile is required for the purposes of the 
common defense. 

Therefore, I authorize and order the release of up to a total of 30,000 tons of 
lead for use during the months of November, December, and January from the 
stockpile to the Administrator of the General Services Administration for sale 
in accordance with allocations of the National Production Authority. 

Sincerely yours, 
Harry §S. Truman. 


MUNITIONS BOoarp, 
WASHINGTON 25, D. C. 
Hon. Jess LARSON, 
Administrator, General Services Administration. 

Dear Mr. Larson: For appropriate action by your agency, I am enclosing a 
photostatie copy of a letter from the President to me dated November 16, 1951, 
authorizing and ordering the release of 30,000 short tons of lead from the stock- 
pile for sale in accordance with allocations of the National Production Authority. 

The staff of the Munitions Board is prepared to give whatever assistance is 
necessary in carrying out this directive of the President. 

Sincerely yours, 
J.D. Smart, Chairman, 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
Re M-76—Directive No. 58, Tin, Lead and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D.C. 


DIRECTIVE No. 58 


Deak Mr. WALSH: Pursuant to the President's letter to the Honorable John D. 
Small, Chairman, Munitions Board, releasing lead from the national stockpile for 
distribution to industry, you are hereby directed to make available immediately to 
Electric Auto-Lite Co., 500 tons soft primary pig lead upon receipt of orders 
therefor from such company. 

JoHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
Ref M-76—Directive No. 65, Section 7, Tin, Lead and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


Directive No. 65 


Dear Mr. WALSH: Reference is made to Directive No. 53 regarding deliveries 
of soft pig lead to various concerns enumerated therein. 

Please eliminate therefrom 153 tons to Kennecott Wire & Cable Co., Phillips- 
dale, R. 1., allocation No. 11063. 

Pursuant to the President's letter to the Honorable John D, Small, Chairman, 
Munitions Board, releasing lead from the national stockpile for distributon to in- 
dustry, you are hereby directed to make available immediately to Kennecott 
Wire & Cable Co, this 153 tons chemical grade lead, upon receipt of orders 
therefor from such company. 

JOHN B. OLVERSON, 
Recording Secretary. 
DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
Re Case M-76—Directive No. 68, Tin, Lead, and Zinc Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


DIRECTIVE No. 68 


DEAR Mr. WALSH: Pursuant to section 7, NPA Order M-76, and in accordance 
with the President's letter to the Honorable John D. Small, Chairman, Munitions 
Board, releasing lead from the national stockpile for distribution to industry, 
you are hereby directed to make available immediately to the following concerns 
soft primary lead in the quantities specified. 


~OOP-(S) | I Serial 
GS-OOP-(S) Name Tons number 





1207 (SCM) | Hammond Lead Products, Inc., 723 Calumet Bldg., 5231 Hohman 


Ave., Hammond, Ind____........ Risto cimetidine ake tie wlernedaniainit 500 12244 
1208 | Western Lead Products Co., 4530 East Pacific Way, Los Angeles, 

A cniadlncken re sacehinnih uate Ciniecsennit ecainieine inet: Edinidiicnd 200 12245 
1209 | W. P. Fuller & Co., 301 Mission St., San Francisco, Calif eeand 100 12247 
1210 | The Eagle-Picher Co., American Bldg., P. O. Box 598, Cincinnati, 

Tee ee et Ri cea a a na el alle 500 12248 


1211 National Lead Co., 111 Broadway, New Yor k, N. Rives 


NE <ckeesemdiecnsdiaiiinninwaiidinndneniiiid ppliiine buena naiaide 2, 300 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D.C. 


Ref : Case M—76—Directive #117, Tin, Lead and Zine Div. 
Mr. A. J. WALSH, 
Commissioner Emergency Procurement Service 
General Services Administration, Washington, D. C 


DrreEcTIvE No. 81 


DEAR Mr. WALSH: Pursuant to section 7, NPA Order M-76, and in accordance 
with the President’s letter to Hon. John D. Small, Chairman, Munitions Board, 
releasing lead from the national stockpile for distribution to industry, you are 
hereby directed to make available immediately to the following corcerns soft 
primary lead in the quantities specifiea. 

















Jerial 
( OOP (S ¢ ) er 
1217 (SCM) | Columbia Steel Co. c/o U. S. Steel, S. T. Johnson, 918 16th St. NW., 
| Washingto D.C 20 12086 
1218 Willard Storage Battery Co., 5700 E. Olympie Blvd., Los Angeles, 
| Calif 49 12061 
1219 | Western Lead Products Co., 4530 E. Pacific Way, Los Angek 
Cal be ea 221 2207 
1220 | Standard Rolling Mills, In« % Diamond St., Brooklyn, N. Y } 12156 
1221 Ames Metal Products Co., 1840 W d St., Chicago, Il | 12201 
Electric Auto-Lite Co., P. O. Box 931, Toledo, O} l 12057 
Remington Arms Co., In #39 Barnum Ave., Bridgeport, Conr 1SK 12028 
B. F. Goodrich Co., 500 South Main St., Akron, Ohi : ° a 
22. Grinnell Co., Ine., 1431 W. Merehead St., Charlotte, N. ¢ 2 020 
Detroit Steel Corp., Portsmouth, Ohio 2 1218 
W.H. Maze Co., Church S it river, I 1, I 2 
A. Gunthard P. O. Box 159, ! is, ‘I 20 
Noland Co., ia Ave., Newport News, Va 40 
2 L. R. Oatey ¢ ) Berea Rd., Cleveland, Ohi 58 
231 Hammond Le lucts, Inc., 723 Calumet Bldg., 5231 Hohmar 
Ave., Hammond, Ind 230 12215 
1232 Metalead Products Cx , 978 Mills Bldg., San Francisco, Calif 0 2122 
1233 | California Spray Chemical Corp., Lucas & Ortho Way, Richmond 
Calif 35 12193 
234 | Imperial Paper & Color Corp., P. 0. Box 231, Glens Falls, N. Y 227 12031 
1235 roledo Scale C Iv legraph Rd., Toledo, Ohio 20 12063 
236 | Continental Ca 100 E. 42d St., New York, N. Y l 2 
1237 | Gould National es, 35 Neoga St., Depew, N. Y 457 
1238 | Knapp Mills, 23 rden Ave., Long Island City, N. Y 2 
1239 Okonite Co., Passaic. N. J 7 
1240 | Glaser Lead Co., 21-31 Wycoff Ave.. Brooklyn, N. Y 50 
1241 | Belmont Smelting & Refining Works, Inc., 330 Belmont Ave 
Brooklyn, N. Y 20 12196 


1242 | Electric Storage Battery Co., 42 S. 15th St. at Chestnut, Philadel- 


phia, Pa 400 





1243 | Sherwin-Williams Co., 101 Prospect Ave. NW., Cleveland, Ohto 14 
1244 | Willard Storage Battery Co., 246-286 E. 131st St., Cleveland, Ohio f 
1245 | Durable Metai Co., 9150 Russell St., Detroit, Mich +1 
1246 | Federated Metals Division, A. 8S. & R. Co., 120 Broadway, New |f 490 
York, N. Y } 5 
1247 | General Cable Corp., 420 Lexington Ave., New York, N. Y 562 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
Reference : M—76—Directive No. 80, Tin, Lead, and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


DIRECTIVE No. 80 


DEAR MR. WALSH: Reference is made to Directive No. 57 wherein you were 
directed to make deliveries to certain concerns enumerated therein out of Cana- 
dian lead diverted from stockpile 

Pursuant to section 7, NPA Order M-76, you are hereby directed to delete from 
said directive the Los Angeles Chemical Corp., Los Angeles, Calif., 20 tons, Serial 








416 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


No. 11234, and the Berg Metals Corp., Los Angeles, Calif., Serial No. 11253, 20 
tons. 

Pursuant to section 7, NPA Order M-76, and in accordance with the President’s 
letter to Hon. John D. Small, Chairman, Munitions Board, releasing lead from 
the national stockpile for distribution to industry, you are hereby further directed 
to make the above tonnages available to the above concerns under the above serial 
numbers from the national stockpile. 

JoHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
Reference: Case M—76—Directive No. 76, Tin, Lead and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


DrirEcTIVE No. 76 


DEAR MR. WALSH: Pursuant to section 7, NPA Order M-—76, and in accordance 
with the lresident’s letter to Hon. John D. Small, Chairman, Munitions Board, 
releasing lead from the national stockpile for distribution to industry, you are 
hereby directed to make available immediately 460 tons of soft primary lead to 
the Willard Storage Battery Co., 246 East 131st Street, Cleveland, Ohio, under 
assigned allocation No. 12252. 

JoHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
Reference : Case M—76—Directive No. 78, Tin, Lead and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Hmergency Procurement Service, 
General Services Administration, Washington, D. C. 


DIRECTIVE No. 78 


Dear Mr. WALSH: Pursuant to section 7, NPA Order M-76, and in accordance 
with the President’s letter to Honorable John D. Small, Chairman, Munitions 
Board, releasing lead from the national stockpile for distribution to industry, 
you are hereby directed to make available immediately 50 tons of soft primary 
lead to the Bullard Co., 286 Canfield Avenue, Bridgeport 2, Conn., under assigned 
allocation No. 12035. 


( 


JOHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D.C. 


Re Case M—76—Directive No. 84, Tin, Lead, and Zine Division 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 


Directive No. 84 


Dear Mr. WaAtsH: Pursuant to section 7, NPA Order M-76 as amended, and 
in accordance with the President’s letter to the Honorable John D. Small, Chair- 
man, Munitions Board, releasing lead from the national stockpile for distribution 
to industry, you are hereby directed to make available immediately to the 
following concerns soft primary lead in the quantities specified : 
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Serial 








GS-OOP-(S Name Tons Ni 
1250 (SCM Niagara Chemical Division, Food Machinery & Chemical Corp., 
100 Niagara St., Middleport, N. Y , : — 179 12104 
1251 Delco Battery Operations, Muncie, Ind iaduiatdl 594 12021 
1252 | Elmer E. Stewart, 111 John St., New York 38, N. Y 30 12060 
I e Metal Refir so., Guinotte and Flora Ave., Kansas City 1, 
Mo oe naan 20 12016 
1254 | Columbia-Southern, New Martinsville, W. Va a 25 12011 
1255 | Kentucky Color & Chemical Co., 600 North 34th , Louisville, Ky 21 wie 
125¢ E. I, du Pont de Nemours Co., Vanderpool St., Newark, N. J_-- 230 12075 
1257 Revere Copper & Brass, Inc., 230 Park Ave., New York 17, N. Y-. 2 2-12149 
1258 | E. J. Brooks Co., 164 North 13th St., Newark 7, N. J. 20 12103 
1259 | Youngstown Sheet & Tube Co., Stambaugh Bldg., Youngstown, 
Ohio J ‘ 20 12077 
126 Crewr Novelty Works, 43-47 West 24th St., New York 10, N. Y 20) 12004 
dt Milwaukee Lead Works, 3139 North 3ist St., Milwaukee 16, Wis { 12045 
%2 | | ecott Wire & Cable ¢ Bo e Ave., I psdale (R for 
16), R.I , — 128 21047 
1 2¢ Gr li ¢ 2 Highland A NE., A 2, Ga y 12259 
j 1, 3¢ 


JoHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D.C. 


Re Case M-76—Directive No. 83, Tin, Lead, and Zine Division 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 


DrRrEcTIVE No. 83 


DEAR Mr. WALSH: Pursuant to section 7, NPA Order M-—76, and in accordance 
with the President’s letter to Hon. John D. Small, Chairman, Munitions 
soard, releasing lead from the national stockpile for distribution to industry, 
you are hereby directed to make available immediately 166 tons of soft primary 
lead to the North American Smelting Co., Marine Terminal, Wilmington, Del, 
under assigned allocation No. 12257. 

Joun B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. 0. 
Re Case M-76, Directive No. 85, Tin, Lead, and Zine Division. 


Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. OC. 


DIRECTIVE No. 85 


DEAR Mr. WALSH: Pursuant to section 7, NPA Order M-76, as amended, and 
in accordance with the President’s letter to Hon. John D. Small, Chairman, Muni- 
tions Board, releasing lead from the national stockpile for distribution to indus- 
try, you are hereby directed to make available immediately to the following 
concerns soft primary lead in the quantities specified. 
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\ t No 

1264 Kester Solder Co., 88 Ferguson St., Newark, N. J 2 12121 
1265 Atlantic Tubing & Rubber, Cranston, R. I 3 12251 
1266 Johnson Bronze Co., 500 8. Mill St., New Castle, Pa 20) 12228 
1267 American Cynamid Co., Easton Turnpike, Bound Brook, N. J 32 oY 
1268 | Collyer Insulated Wire, 249 Roosev Ave., Pawtucket, R. I 145 12143 
1269 | Linklater Co., 848 Truck Way, Montebello, Cal 0 12160 
1270 | American Can Co., 100 Park Ave., New York, N. Y 10K 12214 
1271 | ¢ imbia Steel Co., care of Mr. 8S. T. Johnson, | ted States Stee 

Corp., 918 16th St. NW., Washington, D. ¢ 5 12086-A 

| 


} otal. $ 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. C. 
Re M-76, Directive No. 93, Tin, Lead, and Zine Division 


Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 


Drrective No. 93 


DeAR Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and 
in accordance with the President’s letter to Hon. John D. Small, Chairman, 
Munitions Board, releasing lead from the national stockpile for distribution 
to industry, you are hereby directed to make available immediately to the 
following concerns soft primary lead in the quantities specified. 


GS-OOT . ] 
(S)-(SCM Name Tons N 
| 
1272 Eagle-Picher Sales Co., American Bldg., Cincinnati, Ohio 189 
1273 | National Lead Co., 111 Broadway, New York, N. Y 1. 831 
1274 | Sherwin-Williams Co., 101 Prospect Ave., Cleveland, Ohio 5] 
1275 | California Spray Chemical, Lucas & Ortho Way, Rict id, Calif 168 
1276 | Niagara Chemical Division, Food Machinery & Chemical Corp., 
Middleport, N. ¥ ‘“ 829 12267 
Total 168 


The above tonnages have been allocated in support of an agricultural pesticide 
program to control insects in food production during the early spring. Conse- 
quently, time is of the essence. Therefore, should there occur any delay in 
deliveries of lead out of the stockpile, because of congestion, holidays, ete., you 
are requested to give preferential attention to orders placed by the above con- 
cerns pursuant to this directive. 

JOHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY. 
Washington, D. C. 
Re Case M-76—Directive No. 94, Tin, Lead, and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington 25, D. C. 


DIRECTIVE No. 94 


Deak Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and in 
accordance with the President’s letter to Hon. John D. Small, chairman, Muni- 
tions Board, releasing lead from the national stockpile for distribution to in- 
dustry, you are hereby directed to make available immediately 250 tons of soft 








i 
' 
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primary lead to the Eagle-Pitcher Co., American Building, Cincinnati, Ohio, under 
assigned allocation number 12260. 
JOHN B. OLVERSON, 
Recording Secre tary 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY 
Washington 25, D. C. 
Re Case M—76—Directive No. 85, Tin, Lead and Zine Division 
Mr. A. J. WALSH, 
Commissioner. Emergency Procurement Service. 
General Services Administration, Washington 25, D. ¢ 


DIRECTIVE No. 95 


Dear Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and in 
accordance With the President’s letter to the Honorable John D. Small, Chair 
man, Munitions Board, releasing lead from the national stockpile for distribution 
to industry, you are hereby directed to make available immediately to the fol 
lowing concerns soft primary lead in the quantities specified. 








Qs-OOP-(S Name ron : 
0 (SCM Circle W & le 00 Maspeth A M I Island 
N. ¥ 34 21¢ 
129 Berg Met ( 2640 I Beach A I A 4 2 M 
129 Builde s ( 258 Pine Pawtuckt R 2 
1293 s lex W \ Cal ( ) t., Camt 1 », Ma af 12 
1204 H iM ( ( k Rd., | l O 2{ 
i e Self j ( 606 I AY ( r is, OU 2 2 
rT | ( 0) ¢ t..N Y ork N. ¥ 54 12101 
| 188 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. ¢ 


Ref: Case M—76—-Directive No. 98 
Tin, Lead and Zine Div. 


Mr. A. J. WALSH 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington 25, D.C. 


DIRECTIVE No, 98 


Deak Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and 
in accordance with the President’s letter to the Honorable John D. Small, Chair- 
man, Munitions Board, releasing lead from the national stockpile for distribu- 
tion to industry, you are hereby directed to make available immediately to the 
following concerns soft primary lead in the quantities specified. 


GS-OOP 





(S)-(SCM Name 7 number 
1297 | Goodyear Tire & Rubber Co 144 East Market St., Akron 16, Ohio | 15 12029 
208 Western Elect Co., 195 Broadway, New York 7, N. Y | 900 12019 


Very truly yours, 
By JOHN LB. OLVERSON, 
Recording Seoretary. 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington. 
Re Case M—76—Directive No. 100, Tin, Lead and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


DIRECTIVE No. 100 


DeAR Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and 
in accordance with the President's letter to Hon. John D. Small, Chairman, 
Munitions Board, releasing lead from the national stockpile for distribution 
to industry, you are hereby directed to make available immediately 25 tons of 
soft primary lead to the Los Angeles Chemical Co., 1960 Santa Fe Avenue, 
Los Angeles, Calif., under assigned allocation No. 12080. 

Very truly yours, 
JoHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTTIORITY, 
Washington. 
Re M-76—Directive No. 101, Tin, Lead and Zine Division. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


DrrEcTIVE No. 101, TLZD 


Dear Mr. WALsH: Reference is made to directive No. 80, wherein you were 
directed to make deliveries to certain concerns enumerated therein out of the 
national lead stockpile. 

Pursuant to section 7, NPA Order M-76, you are hereby directed to delete 
from said directive the Los Angeles Chemical Corp., Los Angeles, Calif., 20 tons, 
serial No. 11234. 

Very truly yours, 
JoHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, 
Ref: M-76-Directive No. 103 
Tin, Lead and Zine Division 


Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
Gencral Services Administration, Washington, D. C. 


D1REcTIVE No. 103, TLZD 


Dear Mr. WALSH: Reference is made to directive No. 81, wherein you were 
directed to make deliveries to certain concerns listed therein out of the national 
lead stockpile. 

Pursuant to section 7, order M-76 as amended, you are hereby directed to 
delete from said directive the Belmont Smelting & Refining Works, Inc., Brook- 
lyn, N. Y., 20 tons, serial No, 12196. 

Very truly yours, 


JOHN B. OLVERSON, 
Recording Secretary. 
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DECEMBER 27, 1951. 
Mr. J. E. Cooksey, 
Tin, Lead and Zine Division, 
National Production Authority, Washington, D. C. 

Retel our December allocation No. 12080. 25 tons pig lead. Unable to secure 
from usual source Bunker Hill Smelter or A. S. & R. Urgency required. Please 
advise by wire nearest shipping point. Thanks. 


Los ANGELES CHEMICAL COMPANY, 
SHELBY. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, 
Ref: M-—76-Directive No. 113 
rin, Lead and Zine Division 


DIRECTIVE No. 113, TLZD 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 

DeaR Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and in 
accordance with the President’s letter to Hon. John D. Small, Chairman, 
Munitions Board, releasing lead from the national stockpile for distribution 
to industry, you are hereby directed to make available immediately 750 tons 
soft primary lead to the National Lead Co., 111 Broadway, New York, N. Y., 
under assigned allocation No. 011386. 

Very truly yours, 
JOHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington. 
Ref: Directive No. 115 
Tin, Lead & Zine Div. 


DIRECTIVE No. 115, Trin, LEAD AND ZINC DIv. 
Mr. A. J. WALSH, 


Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 

DEAR Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and 
in accordance with the President’s letter to Hon. John D. Small, Chairman, 
Munitions Board, releasing lead from the national stockpile for distribution 
to industry, you are hereby directed to make available immediately to the follow- 
ing concerns soft primary lead in the quantities specified : 





Company Ton Serial N« 
Belmont Smelting & Refining Works, Brooklyn, N. Y 20 01178 
Remington Arms Co., Bridgeport, Conn : 159 01058 
Circle Wire & Cable, Maspeth, N. Y a5 01089 
Federated Metals Division, American Smelting & Refining, New York, N. Y f "9 ( 1179 
Silverstein & Pinsof, ¢ », Ill 10 01197 
Evans Metal Co., Atlanta, Ga 4 0102 
L. R. Oatey Co., Cleveland, Ohio i 01128 
Federal Mogul, Detroit, Mich 15 01127 
New England Lead Burning, St. Louis, Mo 1¢ 01006 
Imperial Paper & Color, Glens 3, 211 01004 
American Cyanamid, Bound Brook, { 147 
E. I. du Pont de Nemours Co., ¢ 250 01129 
E. I. du Pont de Nemours Co., N¢« 100 1090 
American Can Co., 100 Park Ave., 47 01091 
National Lead Co., Carter Works, 700 01136 
Nationa] Lead Co., Evans Lead I ision, n, W. Va 100 35 
\merican Brass Co., Washington, 7 26 O1L166A 
Total —_— 2. § 


Very truly yours, 
Joun B. OLVERSON, 
Recording Secretary. 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington. 
Re M-76—Directive No. 118, Tin, Lead and Zine Division 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 


DrirectivE No. 118, TLZD 


Dear Mr. WALSH: Pursuant to section 7, NPA Order M-—76, as amended, and in 
accordance with the President’s letter to the Honorable John D. Small, Chairman, 
Munitions Board, releasing lead from the national stockpile for distribution to 
industry, you are hereby directed to make available immediately to the Holland 
Metals Co., Reading, Ohio, the following amounts: 20 tons under assigned allo- 
cation No. 01234; 20 tons under assigned allocation No. 01051.. 

Very truly yours, 
JOHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington. 
Re Case M-76—Directive 116, Tin, Lead and Zine Division 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C 


DrirectTiIvE No. 116, TLZD 


Drar Mr. Watsn: Reference is made to directive No. 115, wherein you were 
directed to make deliveries of pig lead to certain concerns listed therein 

Pursuant to section 7, order M—76, as amended, you are hereby directed to delete 
from said directive Federated Metals Division, American Smelting & Refining Co., 
New York, N. Y., 354 tons, serial Nos. 01179 and 01180 

Very truly yours, 
JOHN B. OLVERSON, 
Recording Secretary. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25. 
Ref : M—76—Directive No. 119, Tin, Lead and Zine Division 


DrrRecTIvE No. 119, TLZD 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington, D.C. 

Dear Mr. WALSH: Pursuant to section 7, NPA Order M-76 as amended, and 
in accordance with the President’s letter to Hon. John D. Small, Chairman, 
Munitions Board, releasing lead from the national stockpile for distribution 
to industry, you are hereby directed to make available immediately to the follow- 
ing concerns soft primary lead in the quantities specified : 


929 


Hewitt Metals Corp., Detroit, Mich., 25 tons, serial No. 01238. 
Carbide & Carbon, chemical division, Union Carbide & Carbon, Oak Ridge, Tenn., 
20 tons, serial No. 01080. 
Very truly yours, 


JOHN B. OLVERSON, 
Recording Secretary. 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY 


We hingtor 
Ref : Case M—-76—Directive #117, Tin, Lead and Zine Div 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement S& 
General Services Ldmu stration, Washington, D ( 
DrireEcTIvE No. 117, TLZD 

DeaR Mr. WALSH: Reference is made to directive No. 115, wherein you were 
directed to make deliveries of pig lead to cerns listed thereiz 

Pursuant to section 7, order M-—76 as amended, you are hereby directed t 
delete from said directive American Brass Co., Washington, D. C., 26 tons, 


serial No. 01166—A 
Very truly yours 
JoHN B. OLVERSON 
Recording Secre 


ty 


1 


senator MALONE. The letter from the President authorized the 
30.000 tons of lead w ithdrawal. 


Mr. WatsH. Yes, sir. 


Senator Matonr. Now, zine is a more nominal withdrawal, but 90 
tons were authorized to be withdrawn. 

Mr. Watsu. Yes, sir. 

Senator Matonge. What was that authorization under? 

Mr. Watsn. That is an authorization from the President dated 
January 30, 1952, and authorizes a withdrawal of 15,000 tons. 

Senator Martone. Will you furnish a copy of that letter for the 
record at this point in your testimony ¢ 

Mr. Watsn. Yes, sir. Would you like copies of all of the letters? 

Senator Matonr. Yes, all of the letters. 

Mr. Watsu. Yes, sir. 

(The information is as follows:) 

THe WHirte Howse, 
Washington, January 30, 1952 


Hon. Jonn ID. SMALL, 
Chairman, Munitions Board, 
Washington 25, D. C. 

Dear Mr. SMALL: In view of the critical need for zine during the first half of 
1952, I find pursuant to the Strategie and Critical Materials Stockpiling Act, as 
amended, that the release of zinc metal up to an amount not exceeding 15,000 
short tons to be produced during the above period from zine concentrates now 
in the stockpile, is required for the purposes of common defense. 

Therefore, I authorize and order the release of an amount not exceedin 
15,000 short tons of zine metal so produced to the Administrator of the General 
Services Administration for sale in accordance with allocations issued by the 
National Production Authority, as authorized by the Office of Defense Mobiliza 
tion. 

Sincerely, 
Harry 8S. TRUMAN. 


Munitions Boarp, 
Washington 25, D. C., January 31, 1952 
Hon. Jess LARSON, 
Administrator, General Services Administration 

Dear Mr. LARSON: Enclosed is a copy of an order of the President dated 
January 30, 1952, which releases up to 15,000 short tons of slab zine, as produced 
from stockpile-owned concentrates, during the period through June 30, 1952 

It is requested that you take the action necessary to comply with the terms of 
this order. 


29888—54—pt. 2 28 
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You will note that allocations by the National Production Authority are to be 
made upon authorization of the Office of Defense Mobilizatio We therefore 
have asked Mr. Wilson, per copy ineclosed, to forward to you and to the Muni- 
tions Board copies of any such authorizations. 

Sincerely yours, 
Jd. BD Baars. 
Chairman, 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
Hon. Jess LARSON, 
{dministrator, General Services Administration, 
Washington, D. C. 

Dear Mr. LARSON: Pursuant to section 7, NPA Order M-9, and in accordance 
with Mr. Fleischmann’s letter to you dated January 21, 1952, you are hereby 
directed to release the 90 tons of Prime Western zinc now available for delivery 
by the American Zine Co. of Illinois against contract SCM-—TS 10507, to the con- 
sumers and within the limits indicated below: 


a ae Company Tonnage 
. her J 
181-A | California Wire Cloth Corp., 1080 19th Ave., Oakland, Calif : / 20) 
114-A Anchor Post Fence Co., Eastern Ave. and Kane St., Baltimore, Md ‘ 30 
190) A Ohio Brass Co., 260 North Main St., Mansfield, Ohio i eS seen 30 


Very truly yours, 
JoHN B. OLVERSON, 
Recording Secretary. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, May 27, 1952. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
Washington 25, D. C. 

Drak Mr. WALSH: With respect to the recommendations on zinc made at 
meeting 16 of the Defense Materials Operating Committee, held April 28, 1952, 
please be advised of the following actions affecting your agency: 

1. The Emergency Procurement Service is expected to obtain delivery to the 
stockpile in the following minimum quantity and will request any assistance 
required to accomplish this objective from the National Production Authority: 
April—-December 1952, 42,000 short tons. 

2. The National Production Authority is to give support by appropriate control 
measures or directives to industry to facilitate delivery to the stockpile in the 
minimum quantity indicated above. 

3. The NPA shall not allocate any further amounts of the zine to be produced 
from Government-owned concentrates in the first half of 1952 beyond the amounts 
allocated under the provisions of my directive of February 13, 1952. The di- 
rective of February 13 is hereby rescinded. 

4. The Defense Materials Procurement Agency shall sell to the stockpile all 
zine acquired under the purchase and resale program authorized by the DPA on 
August 16, 1951, and amended on October 9, 1951, and April 2, 1952 

5. The Defense Production Administration on its own initiative, or upon request 
of other interested agencies, shall review the above instructions should any 
significant changes occur in supply-requirements data for this period. Available 
supplies in excess of current estimates shall be added to the stockpile, unless 
such review demonstrates the need for using the increased supplies to meet other 
essential requirements. 

Sincerely yours, 


MANLY FLEISHMANN, 
Administrator. 
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THE WHITE Howse, 
Washington, November 19, 1951. 
Hon. JoHNn D. SMALL 
Chairman, Munitions Board, Washington 25, D. C. 

My Dear Mr. SMALL: In view of the urgent and immediate need for al 
during the coming 3 months, I find pursuant to the Strategic and Critical Ma- 
terials Stockpiling Act as amended, Public Law 520, 79th Congress, that the 
release of not to exceed 20 million pounds of aluminum from the stockpile is 





required for the purposes of the common defense 
herefore, I authorize and order the release of 20 million pounds of aluminum 
from the stockpile to the Administrator of the General Services Administration 
for sale in accordance with allocations of the National Production Authority 
Sincerely yours, 
Harry S. TruMan. 


MunNITIONS Boarp 
Washington 25, D. C., November 21, 1951. 
Hon. Jess LARSON, 
idministrator, General Services Administration, 

Dear Mr. LArsoN: For appropriate action by your agency, I am enclosing a 
photostatic copy of a letter from the President to me dated November 19, 1951, 
authorizing and ordering the release of 20 million pounds of aluminum from the 
stockpile for sale in accordance with allocations of the National Production 
Authority. 

Che staff of the Munitions Board is prepared to give whatever assistance is 
necessary in carrying out this directive of the President 

Sincerely yours, 
J. D. SMALL, Chairman. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
WASHINGTON, 25, D. C., December 6, 1951 


Mr. A. J. WALSH, 
The General Services Administration, 
Washington 25, D. C. 

Deak Mr. WALSH: The Aluminum Company of America and the Kaiser 
Aluminum and Chemical Co., have been authorized this date to procure at once 
4 million and 1,500,000 pounds respectively of pig aluminum from the national 
stockpile. This action is pursuant to the authorization to withdraw up to 20 
million pounds of virgin aluminum from stockpile granted the National Pro- 
duction Authority by Mr. Manly Fleischman on November 29, 1951, in implemen- 
tation of the President's letter to Mr. John D. Small, chairman, Munitions Board, 
dated November 19, 1951. 

The grant to these two primary producers is made in order to start as quickly 
as possible production of pipeline forging stock for the forging companies listed. 

At a later date the Aluminum and Magnesium Division of the National Pro- 
duction Authority wishes to authorize movement of the remainder of the 20 
million pounds. Copies of directive action are attached for your information 











426 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


DISTRIBUTION 

Quantity 

( thou 

} ny a 
pounds 
1214(SCM 4] 4 OO 
1. AK 
0 

FORGE PLANT USER 

\ Gord l 30 
urns, li 00 
\ Overland (Erie 60K 
| Coy & Brass Manufacturing Co 200 
I Aluminum & Brass ¢ Adria 750 
Ford Motor Co (Chicago), Forge Division 3, O00 


Very truly yours, 


T. A. LYNcH, 
Director, tluminum and Vaqgne Sium Division 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25 
KAISER ALUMINUM & CHEMICAL Corp., 
Washington, D.C. 


Directive 0022, GS-OOP-—(S)-1310 (SCM) 


GENTLEMEN: You have been authorized by directive dated December 6, 1951, 
to purchase 1,500,000 pounds of pig aluminum from the General Services Adminis 
tration. You are hereby authorized to purchase an additional 11,100,000 pounds of 
pig aluminum from the General Services Administration to be used as directed 
below. 

Further, you are authorized to place orders for 2,600,000 pounds of aluminum 
to be received through January 1952 as your share of the metal to be shipped 
by the Aluminum Co. of Canada under a loan negotiated with the United Kingdom. 
This quantity excludes shipments of such metal to be made during February and 
March 1952 inasmuch as this portion of the loan is to be confirmed by the United 
Kingdom. 

These authorizations provide a total of 15,200,000 pounds of aluminum for 
the first quarter 1952. Of this total, you have been authorized to use up to 
1,500,000 pounds to satisfy orders for forging stock for 6 specified companies in 
accordance with our directive dated December 6, 1951. In addition, vou are 
hereby authorized to use the baiance of 15,700,000 pounds over and above your 
first quarter 1952 production directive as follows: 


Pounds 
Rolled forging stock ict dahcn ain ccd dcraascscienan) ae 
Rolled rod and bar (other than wire, cable, redraw rod, and 
forging stock) seit cs a 3, 200, 000 
Pig and ingot __.. 8, 000, 000 


To the extent you do not book orders for forging stock for 1,500,000 pounds 
for the 6 specified companies in accordance with our directive dated December 
6, 1951, you are required to use the balance for the production of forging stock 
to meet other authorized controlled material orders. In total, your preduction 
directive for forging stock is increased by 4 million pounds. 

In addition to the increase of 8,000,000 pounds of pig and ingot shown above, 
you are required to produce up to 2,000,000 pounds more of pig and ingot to the 
extent that your pipeline in plants other than your rod and bar mill can be 
reduced below the quantities provided previously in scheduling your production 
in the first quarter 1952. 
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You are further directed to place 3,000,000 pounds of aluminum in the pipe- 
line of your rod and bar mill from the 9,900,000 pounds previously deducted from 
your metal availability in the first quarter 1952. An equivalent quantity has 
been authorized for withdrawal from the stockpile provided that adequate sup- 
plies of aluminum are maintained in the pipeline of the rod and bar plant of 
your company. 

If for any reason you cannot comply with this directive, communicate within 
48 hours with the Aluminum and Magnesium Division, National Production 
Authority, Washington 25, D. C., stating the reasons therefor. 

This action is taken pursuant to section 20 of CMP Regulation 1. 

Very truly yours, 
S. M. BLUMENREICH 
REYNOLDS METALS Co., 
918 16th Street NW., Washington 6, D. C. 


DIRECTIVE 0023 


GENTLEMEN: You are hereby authorized to place orders for 2,400,000 pounds 
of pig aluminum with the General Services Administration for use during the 
first quarter 1952 as directed below In addition, you are authorized to place 
orders for 4 million pounds of aluminum to be received through January 1952 
as your share of the metal to be shipped by the Aluminum Company of Canada 
under a loan negotiated with the United Kingdom. This quantity excludes ship- 
ments of such metal to be made during February and March 1952 inasmuch as 
this portion of the loan is to be confirmed by the United Kingdom. 

The above quantities, together with 14,200,000 pounds of high cost metal 
which will be diverted from the stockpile, will provide a total of 20,600,000 
pounds of aluminum in the first quarter 1952. Of this total, 14,200,000 pounds 
has been included in your production directive for the first quarter 1952. You 
ire hereby authorized to use 2,400,000 pounds to increase your pipeline for rod 
ind bar production, 

The balance of 4 million pounds is to be used to meet your first quarter 1952 
production directive as it may be amended. 

You are required to report by letter the estimated loss in pig aluminum pro- 
duction at Troutdale during December 1951 when this has been determined 
and the extent to which your extrusion and tubing production at your Phoenix 
plant results in shipments below your fourth quarter 1951 production directive. 
In addition, state the extent to which you can increase your extrusion and tubing 
production above your first quarter 1952 production directive and the first quarter 
1952 orders you have accepted for extruded rod and bar 

If for any reason you cannot comply with this directive, communicate within 
18 hours with the Aluminum and Magnesium Division, National Production 
Authority, Washington 25, D. C., stating the reasons therefor 

This action is taken pursuant to section 20 of CMP Regulation 1. 

Very truly yours, 


THE WHITE HOUSE 
Washington, January 30, 1952. 
Hon. JoHN D. SMALL 
Chairman, Munitions Board, Washington 25, D. C. 


My Dear Mr. SMALL: In view of the urgent and immediate need for alumi- 
num during the first quarter of 1952, I find pursuant to the Strategic and Crit- 
ical Materials Stockpiling Act as amended, Public Law 520, 79th Congress, that 
the release of not to exceed 37 million pounds of aluminum from the stockpile is 
required for the purposes of the common defense. 

Therefore, I authorize and order the release of 37 million pounds of alumi- 
num from the stockpile to the Administrator of the General Services Administra- 
tion for sale in accordance with allocations of the National Production Authority. 

Sincerely yours, 
Harry S. TRUMAN. 
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MUNITIONS Boarp, 
Washington 25, D. C. January 30, 1952. 
Hon. Jess LARSON 
Administrator, General Services Administration. 
Dear Mr. Larson: Enclosed is a copy of an order of the President, dated 
January 30, 1952, releasing 37 million pounds of aluminum from the stockpile for 
sale in accordance with allocations of the National Production Authority. | 
It is requested that you take the necessary action to carry out the terms of | 
this order. 
Sincerely yours, 
J. D. SMALL, 
Chairman. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, December 20, 1951. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 
(Attention Mr. Raymond Eberle. ) 

Dear Str: Attached are copies of directives issued on the Aluminum Company 
of America, Reynolds Metals Co., and Kaiser Aluminum & Chemical Corp., au- 
thorizing the use and purchase of metal obtained under the United Kingdom 
loan through January and 19 million pounds of the 20 million pounds to be 
withdrawn from the national stockpile to fill pipelines of forge plants and rod 
and bar mills. A reserve of 1 million pounds of the metal authorized for with- 
drawal is established to meet contingency needs of forge plants on rod and bar 
mills for filling pipelines. 

In addition, the directives indicate disposition of the 52,900,000 pounds of 
high cost and reactivated production during December 1951, January and 
February 1952 which, it is expected, will be diverted for consumption in the 
first quarter 1952. 

A copy of Form GA-3 is also attached which explains the actions taken. 

Your cooperation in making the appropriate arrangements will be greatly 
appreciated. 

Very truly yours, 
T. A. LYNcn, 
Director, Aluminum and Magnesium Division. 





DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. C. 
KAIserR ALUMINUM & CHEMICAL CorpP., 
Suite 909, 1625 I Street NW., Washington 5, D. C. 

GENTLEMEN: You are hereby authorized to purchase 3,500,000 pounds of pig 
aluminum from the General Services Administration. 

This metal has been authorized for withdrawal from the national stockpile 
and is to be applied against your first quarter metal requirements as set forth 
in production directives and/or to replace starter metal produced in the opening 
of your Chalmette, La., plant on the following basis: 

Pounds 
DEOOG) FORT OII I one tetas ecco iganleinesiniie atin ic i atta asia anasccaligitin 2, 750, 000 
Starter metal____-- oss tatinicetaciaeiesbiies 750, 000 


senile tissieareaaiete 3, 500, 000 


If for any reason you cannot comply with this directive, communicate within 
72 hours with the National Production Authority, Aluminum and Magnesium 
Division, Pig and Ingot Section, Washington 25, D. C., stating the reason therefor. 

This action is taken pursuant to Section 20, paragraph (a) of CMP Regula- 
tion 1. 


Total 


Very truly yours, 


JOHN B. OLVERSON, 
Recording Secretary. 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. C., February 11, 1952. 
Mr. A. J. WALSH, 
Commissioner, General Services Administration, 
Washington, D.C. 
(Attention: Mr. Raymond Eberle.) 

GENTLEMEN: Attached are copies of a set of directives authorizing with- 
drawals from the national stockpile, in accordance with the President’s letter to 
Mr. John D. Small dated January 30, 1952, authorizing the withdrawal of 37 
million pounds to meet essential requirements. For your convenience I am also 
attaching a summary list of the companies involved showing for each company 
the specific amount which they are authorized to purchase. 

In all cases this metal is being authorized for use to meet requirements for 
destructive purposes under NPA Order M-84. These directives authorize the 
withdrawal of a total of 4,803,000 pounds, which, together with 7TU0,000 pounds 
authorized in another directive, account for a total of 5,503,000 pounds, leaving 
a balance of 31,497,000 pounds to be distributed. 

In arranging for the shipment of aluminum from the national stockpile in ac 
cordance with instructions received from these companies, it would be greatly 
appreciated if you could reduce the time required for making deliveries. In 
many instances the companies authorized to procure this material for destructive 
purposes need the material so badly that a possibility of plants closing down 
exists unless deliveries can be expedited. 

Very truly yours, 
T. A. LYNcH, 
Director, Aluminum and Magnesium Division. 
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JUSTIFICATION FOR ACTION 
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Number Name and location Amount 
Pounds 

Rochester Smelting & Refining Co., Rochester, N. Y 95, 000 
National Lead Co., New York, N. Y | 100, 000 
Apex Smelting Co., W. R. Bayer, Chicago, Il 300. 000 
Republic Steel Co., Cleveland, Ohio 40, 000 
| Certified Alloys, Bedford, Ohio 40, 000 
Dow Chemical Co., Midland, Mich 300, 000 
Ampco, Milwaukee, Wis 75, 000 
Metal & Thermit Co., New York, N. Y : 175. 000 
Doehler Jarvis Co., New York, N. Y 330, 000 
White Metal Rolling and Stamping, Brooklyn, N. Y 60, 000 
Vanadian Corporation of America, Chester, Pa 1, 475, 000 
American Metals Co., Ltd., Duquesne Division, Chicago, Tl 140, 000 
Allegheny Ludlum Steel Co., Pittsburgh, Pa 100, 000 
Armco Steel Co., Middletown, Ohio 50, 000 
Climax Molybdenum Co., New York, N. Y 75, 000 
Titanium Alloys Division, National Lead Co., New York, N. Y--- 250, 000 
Berth Smelting Corp., Newark, N. J 45, 000 
George Sall Metals Co., Philadelphia, Pa 160, 000 
Aluminum Smelters, Inc., New Haven, Conn 90, 000 
Capital Smelting & Refining Co., Oklahoma City, Okla 40, 000 
Federated Metals Division, American Smelting & Refining Co., Detroit, Mich 593, 000 
Crucible Steel Company of America, Pittsburgh, Pa---.- 120, 000 
New Jersey Zine Co., New York, N. Y “a 150, 000 
Total___- ‘i = es 4, 803, 000 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, February 11, 1952. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. O. 
(Attention: Mr. Raymond Eberle.) 

GENTLEMEN: Attached is a copy of a directive issued on Metals Disintegrating 
Co., Ine., authorizing that company to purchase 700,000 pounds of pig aluminum 
from the General Services Administration. 

Also attached is a copy of Form GA-3. This action is taken in accordance 
with policy decisions made for the withdrawal of 37 million pounds of aluminum 
from the national stockpile as authorized in the President’s letter to Mr. John D. 
Small dated January 30, 1952. 

Your cooperation in making appropriate arrangements for the prompt delivery 
of this material from the national stockpile will be greatly appreciated. 

Sincerely yours, 
T. A. LYNCH, 
Director, Aluminum and Magnesium Division, 
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JUSTIFICATION FOR ACTION 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25. 
METALS DISINTEGRATING Co., INC., 
Elizabeth, N. J. 

GENTLEMEN: You are hereby authorized to purchase 700,000 pounds of pig 
aluminum from the General Services Administration for the purpose of pro- 
ducing aluminum powder. This metal is to be considered as part of your allo- 
eation of aluminum for the production of aluminum powder and is to be used 
in accordance with NPA Order M-5 and other applicable regulations. 
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This metal has been authorized for withdrawal from the national stockpile 
to meet essential requirements for aluminum. Please place your orders with 
the General Services Administration as soon as possible so that deliveries 
against this directive may be facilitated. 

If for any reason you cannot comply with this directive, communicate within 
48 hours with the Aluminum and Magnesium Division, National Production 
Authority, Washington 25, D. C., stating the reasons therefor. 

This action is taken pursuant to section 20, paragraph (a) of CMP regulation 1. 

Very truly yours, 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, February 14, 1952. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. CO. 


(Attention: Mr. Raymond Eberle.) 


GENTLEMEN: Attached are copies of a set of directives authorizing withdrawal 
from the national stockpile in accordance with the President’s letter to Mr. 
John D. Small, dated January 30, 1952, authorizing the withdrawal of 37 
million pounds of aluminum to meet essential requirements. For your con- 
venience I am also attaching a summary list of the companies involved showing 
for each company the specific amounts which they are authorized to purchase. 
These directives account for additional withdrawal of 21,398,000 pounds of 
aluminum which, together with the 5,503,000 pounds previously directed, total 
26,901,000 pounds of aluminum authorized for withdrawal thus far. This leaves 
a balance of 10,099,000 pounds to be distributed. 

In the case of the smelters authorized to make purchases from the national 
stockpile, it would be appreciated if you could have the General Services Ad- 
ministration arrange for the initial contacts with the companies inasmuch as 
smelters, for the most part, are not familiar with the procedures for making 
withdrawals. 

Your appreciation in making the appropriate arrangements for prompt de- 
livery of this material from the national stockpile will be greatly appreciated. 

Very truly yours, 
T. A. LYNcu, 
Director, Aluminum and Magnesium Division, 
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Pounds 
1417 Aluminum Company of America 6, 173, 500 
1418 Reynolds Metals Co 5, 224, 500 
Total : ‘ 11, 398, 000 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington. 
Minwarp At.oys, INC., 
Post Office Bow 65, North Transit and Mill Street, 
Lockport, N. Y. 


AMENDED DIRECTIVE No. 0224 


GENTLEMEN : Directive No. 0224, issued to you under date of February 15, 1952, 
is hereby amended to read as follows 

You are hereby authorized to purchase a total of 40,000 pounds of aluminum 
from the General Services Administration Of this total you must purchase 
10,000 pounds of remelt scrap pig, if available, the balance in primary aluminum 
This metal has been authorized for withdrawal from the national stockpile to 
meet essential requirements 

Any primary aluminum, obtained under this authorization is to be used as a 
“sweetener” to produce secondary ingot as dened in OPS Ceiling Price Regu 
lation 54, as amended. 

This metal is to be considered as an allocation for the production of secondary 
ingot. However, nothing in this directive permits you to exceed the limitation 
placed on your receipts of metal pursuant to any directives issued by the 
National Production Authority. 
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If for any reason you cannot comply with this directive, communicate within 
72 hours with the National Production Authority, Aluminum and Magnesium 
Division, Pig and Ingot Section, Washington, D. C., stating the reason therefor. 

This action is taken pursuant to section 20, paragraph (a) of CMP Regulation 1. 

Very truly yours, 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington. 
Morris P. Kirk & Sons, 
2717 South Indiana, Los Angeles, Calif. 


AMENDED DIRECTIVE No, 0222 


GENTLEMEN: Directive No. 0222, issued to you under date of February 15, 
1952, is hereby amended to read as follows: 

You are hereby authorized to purchase a total of 70,000 pounds of aluminum 
remelt scrap pig from the General Services Administration. This metal has 
been authorized for withdrawal from the national stockpile to meet essential 
requirements. 

Of this total you are required to ship 35,000 pounds of aluminum remelt 
scrap pig to McGowan Co., Inc., 2460 Enterprise Street, Los Angeles 21, Cali! 

This metal is to be considered as an allocation for the production of secondary 
ingot. However, nothing in this directive permits you to exceed the limitation | 
placed on your receipts of metal pursuant to any directives issued by the 
National Production Authority. 

If for any reason you cannot comply with this directive, communicate within 
72 hours with the National Production Authority, Aluminum and Magnesium 
Division, Pig and Ingot Section, Washington, D. C., stating the reason therefor 

This section is taken pursuant to section 20, paragraph (a) of CMP Regula 
tion 1. 

Very truly yours, 


DEPARTMENT OF COMMERCE, 
NATIONAL PrRoDUCTION AUTHORITY, 
Washington, February 19, 1952. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C. 
(Attention: Mr. Raymond Eberle.) 

GENTLEMEN: Attached is a copy of a directive issued on Vanadium Corp., 
Chester, Pa., authorizing that company to purchase 138,000 pounds of primary 
aluminum from the General Services Administration. 

This company was inadvertently omitted in making allocations for with- 
drawal from the national stockpile for smelters, and this action is supplemental 
to our letter to you dated February 14, 1952. 

Sincerely yours, 
T. A. Lyncn, 
Director, Aluminum and Magnesium Division. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, D. C. 
VANADIUM CorpP., 
Chester, Pa. 
DrirncTive 0242 


GENTLEMEN: You are hereby authorized to purchase a total of 138,000 pounds 
of primary aluminum from the General Services Administration. This metal 
has been authorized for withdrawal from the national stockpile to meet essential 
requirements. 

Any primary aluminum obtained under this authorization is to be used as a 
“sweetener” to produce secondary ingot as defined in OPR 54, as amended. 

This metal is to be considered as an allocation for the production of secondary 
ingot. However, nothing in this directive permits you to exceed the limitation 
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placed on your receipts of metal pursuant to any directives issued by the National 
Production Authority. 

If for any reason you cannot comply with this directive, communicate within 
72 hours with the National Production Authority, Aluminum and Magnesium Di- 
vision, Pig and Ingot Section, Washington 25, D. C., stating the reason therefor. 

This action is taken pursuant to Section 20, paragraph (a) of CMP Regulation 1. 

Very truly yours, 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, February 26, 1952. 
A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 
Attention: Mr. Raymond Eberle. 

Gentlemen: This will confirm information submitted previously to you au- 
thorizing additional withdrawals from the national stockpile. 

Attached are copies of the two directives authorizing the Aluminum Co. of 
America and Reynolds Metals Co. to purchase 1,500,000 pounds and 800,000 
pounds of pig aluminum, respectively, from the General Services Administration. 
These directives bring total authorizations for withdrawal from the national 
stockpile under the President’s letter to Mr. J. D. Small, dated January 30, 1952, 
to 29,339,000 pounds. Inasmuch as the total authorized withdrawal was 37 
million pounds, this leaves a balance of 7,661,000 pounds yet to be distributed. 

Your cooperation in making the appropriate arrangements for prompt delivery 
ot this material from the national stockpile will be greatly appreciated. 

Very truly yours, 
T. A. Lyncu, 
Director, Aluminum and Magnesium Division. 


ReYNOLDsS METALS Co., 
918 16th Street NW., Washington 6, D. C. 


DIREcTIVE No. 0241 


GENTLEMEN: You are hereby authorized to purchase 800,000 pounds of pig 
aluminum from the General Services Administration. This metal has been 
authorized for withdrawal from the national stockpile and is to be used along 
with the 1,224,500 pounds previously released on Directive No. 0202 to increase 
your ingot shipments against first quarter 1952 allotments by a total of 2,024,500 
pounds. The 1,800,000 pounds for foundry use is to be shipped to the following 
accounts: 


Pounds 


Harvill Corp., Los Angeles, Calif._........ a ; 50, 000 
Stewart Die Casting Co., 4535 Fullerton Ave., Chicago, II].-._-_____~_ 50, 000 
United States Electric Motors, 1421 Chestnut, Philadelphia, Pa___- 38, 000 
Electric Auto-Lite, Toledo, Ohio a Se 45, 000 
Crown City Die Casting Co., 84 North Fullerton, Pasadena, Calif.____ 24, 000 
Rock Island Foundry, Rock Island, Ill_- ii 2s sitter Rad cnneniiiattlaripick snipe iad 30, 000 


Oberdorfer Foundries, Inc., Syracuse, N, Y --------_ ae ee, 400, 000 
Doehler Jarvis Corp., 386 4th Ave., New York, N. Y_--- ‘ 350, 000 
john Aluminum & Brass Corp., Detroit, Mich 300, 000 
Acme Aluminum Alloys, Dayton, Ohio__- inlets tia aes a a 150, 000 


Continental Motors Corp., Muskegon, Mich _-----_--_-~ Se a 113, 000 
Killark Electric Manufacturing Co., St. Louis, Mo__--_-- ae Stisdicda dco 50, 000 
Christiansen Corp., 1515 North Kilpatrick Ave., Chicago, Ill..-----_- 180, 000 
Albee Foundry, Keyport, N. J i a a re eh a eee eS ae ; 20, 000 

Total = ~ 2 ie on ee eee LL 


If for any reason you cannot comply with this directive, communicate within 
72 hours with the National Production Authority, Aluminum and Magnesium 
Division, Pig and Ingot Section, Washington 25, D. C., stating the reason therefor. 

This action is taken pursuant to section 20, paragraph (a) of CMP Regulation 1. 

Very truly yours, 


ALUMINUM Co. OF AMERICA, 
1200 Ring Building, Washington 6, D. C. 


DIRECTIVE No. 0242 


GENTLEMEN: You are hereby authorized to purchase 1,500,000 pounds of pig 
aluminum from General Services Administration. This metal has been au- 
thorized for withdrawal from the national stockpile and is to be used along 
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with the 1 million pounds previously released on Directive No. 0201 to increase 
your ingot schedule for shipment against first quarter 1952 allotments. The 
total increase in your ingot schedule for foundry accounts being 2.5 million 
pounds and is to be shipped to the following accounts: 

Pounds 
Bethlehem Steel Co., Bethlehem, Pa oe aie oaiicieanbeaie 300, 000 
Casting Corp., Brewster, N. Y : i sa Sa 54, 000 
Stamford Casting Co., 796 Atlantic St., Stamford, Conn __.__________ 6, 500 
Bohn Aluminum & Brass Corp., Detroit, Mich = 495, 500 


Eck Foundries, Inc., Manitowoc, Wis a saci 28, 000 
Burndy Engraving Co., Inc., 2960 Leonis Boulevard, Vernon, Calif___- 16, 000 
Wayne Aluminum & Foundry Co., Wayne, Mich—- Seer Gao 100, 000 
City Pattern & Foundry, South Bend, Ind_----- aie 20, 000 


Oberdorfer Foundries, Inc., Syracuse, N. Y ‘ . 5U0, OOO 
Doehler Jarvis Corp., 386 4th Ave., New York, N. Y a i eat ais 100, 000 
Anaconda Wire & Cable Co., Hastings-on-Hudson, N. Y ‘ . 80, 000 
Acme Aluminum Alloys, Dayton, Ohio -_ . 100, 000 
Continental Motors Corp., Muskegon, Mich , 5 i 5 100, 000 
Sterling Aluminum Products, St. Louis, Mo oe 300, 000 


Total ‘ : 2.500, 000 


If for any reason you cannot comply with this directive, communicate within 
72 hours with the National Preduction Authority, Aluminum and Magnesium 
Division, Pig and Ingot Section, Washington 25, D. C., stating the reason therefor 

This action is taken pursuant to section 20, paragraph (a) of CMP Regulation 1. 

Very truly yours, 


89888—54—pt. 2——-29 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, Mareh 21, 1952 
A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25. D. O. 
(Attention Mr. Raymond Eberle.) 


GENTLEMEN: This will confirm information submitted previously to you au 
thorizing an additional withdrawal from the national stockpile 

Attached is a copy of the directive authorizing the Kaiser Aluminum & Chemi 
cal Corp. to purchase 3.5 million pounds of pig aluminum from the General 
Services Administration. This directive brings total authorizations for with- 
drawal from the national stockpile under the President’s letter to Mr. J. D. 
Small, dated January 30, 1952, to $2,839,000 pounds. Inasmuch as the total 
authorized withdrawal was 37 million pounds, this leaves a balance of 4,161,000 
pounds yet to be distributed. 

Your corporation in making the appropriate arrangements for prompt delivery 
of this material from the national stockpile will be greatly appreciated. 

Very truly yours, 





T. A. LYNCH, 
Director, Aluminum and Magnesium Division. 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, March 27, 1952. 
A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 
(Attention Mr. Raymond Eberle.) 


DEAR Mr. Watsu: This will confirm information submitted previously to you 
authorizing an additional withdrawal from the national stockpile. 

Attached are copies of directives authorizing the following listed alumimum 
producers to purchase a total of 1,853,000 pounds of pig aluminum from the 
General Services Administration. 


Pounda 


15-00P—(5)-1451 (SCM) Aluminum Company of America _ 840,000 
1452 Reynolds Metals Co ; J ‘ 540, 000 


1453 Kaiser Aluminum & Chemical Corp = . 473,000 


These directives bring the total authorizations for withdrawal from the na 
tional stockpile under the President’s letter to Mr. J. D. Small, dated January 
80, 1952, to 34,500,000 pounds. Inasmuch as the total authorized withdrawals 
was 37 million pounds, this leaves a balance of 2,500,000 pounds yet 
distributed. 

Your cooperation in making the appropriate arrangements for prompt delivery 
of this material from the national stockpile will be greatly appreciated. 

Very truly yours, 


to be 


T. A. LYNcn, 
Director, Aluminum and Magnesium Division. 


Directive No. 0327 


ALUMINUM COMPANY OF AMERICA, 
1200 Ring Building, Washington 6, D. C 
GENTLEMEN: You are hereby authorized to purchase 840,000 pounds of pig 
aluminum from the General Services Administration. This metal has been 
authorized for withdrawal from the national stockpile to meet essential require- 
ments for aluminum and will be used to increase your first quarter production 
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directive for pig and ingot sales to customers by 840,000 pounds, and enable 
you to accept orders from the following listed accounts: 


Pounda 

A a ee 20, 000 
BiCUR TI TG TN rice cise isnt ates cncccn trestles lassie andesite 164, 000 
ATI STORE DUC ET OG os okra is iikehnimenlie 7, 000 
American Aluminum Castings_....._-_- seca ee a i aie 21, 000 
aT a i a ince a a a ee 7 
Blackhawk Foundry & Mac hine iia Nici ica ia aa eae 20, 700 
Becks AlSMineM DOCIGLY (ie Bil iink ce ncecdnncesincincdimimemnn want tay eo 
SOON TI asain sepuheuassiaen diate deiininddhut esichul sglispsemsiiiete insite cima aie aaa 8, 000 
C. P. Bronze & Aluminum a a lal ela a Lal 0 a eae 3, 000 
Castings Corp_--- a a a me 6, 000 
OR: ¢ en ee a eee i a a ae a 50, 000 
Delco —— cs wrt teil ins aceite et Meg wh aa nlcea ial eciag 7, 500 
Dunlee Castings_- Sl eine cacti asea naval ica ia ae te 4, 500 
East Sienditnee Bronze. isis Sia) ichicinen tiaras Sacedibeaieks Ri a ore 5, 000 
Eastern Castings Corp__ ~~ ee ee sisi ca asteictas cla at i ect 22, 000 
Eastern Malleable Foundry... -.---..-__-_-_._ pa EE, 
es Oe | i 
a | <i a i ak 3, 600 
J. C. Heints silts ti ile eo tm cacti cl cetacean aba aie oaaiata 65, 000 
R. C. Hitchcock___- sie clien educpen weldscopeaeedea algae mnidieg anuicieebine istcisiiteneneceampisidduccaian 
RIE Te UNI NN ica te saranecseesscmsacccin oncaeid inch hb oda Msc daaananaibbemie saa 35, 000 
Hoster Steel- canis ciate dala oicatiatiainicn sia ieee ce latin tl nal ha alas 3, 000 
TRPOPNOIT- TERE: OO kcn ccncmcnscmdon ee ee ah al 5, 000 
Ri HEY BIN iin cesta inch shank esi are hci ancl pecs: Oy OOO 
SEGRE TPR Te AI COR ikiasin ce tiinicmtitinmiiciiwninbniciee 18, 700 
I I i a a cla eel tel a Da cons & OOO 
Maryland Brass_-~~ seins lean eile ald iaabaiedei Ee ee 5, 000 
Metal & Alloy Speci ties cic iia Cn a Nat la oe saint 2, 000 
NR IT I a a 15, 000 
SU a a a 5, 000 
Pe I: HII is ciccs scared tos ewcscencee tad eared tenes nlecamncnbaniiaintama ane 35, 000 
IR ae a a sian ieeaaadimeniccaialal 13, 000 
I ac in cacti pd abe easiest ia eames ici aid agidsanalaahaions 3, 000 
Ritter Co., Inc__-- a. sr again Se esi cia ca ioe 16, 000 
Rock Island Metal Foundry, “Ine act a Tadhg a I a a oe 30, 500 
SOCUINCIED CPN icitiah ectiticecern et cen ene emeaieneebdien ainmaeabninmeaaeannth 50, 000 
THREES PROMOTE S DOOR kdiwtcicecnwckicceninman si ca a ae 8, 000 
Tar A FUR DN cca este panies ah Gi nlc ale pm ahs ati 20, 000 
athe eee cee oars eaneencelenscdalob Niassa g-aticeebdignc as bli biniooatats odecsichbeiae Oiiviapdiansadl 15, 000 
Wisconsin C entrifug: 7 Foundry a I a 3, 000 


If for any reason you cannot comply with this directive, communicate within 
72 hours with the Primary Ingot, Powder and Foundry Section, Aluminum and 
Magnesium Division, National Production Authority, Washington 25, D. C., 
stating the reason therefor. 

This action is taken pursuant to section 20, paragraph (a), of CMP Regu- 
lation 1. 

Very truly yours, 


DIRECTIVE 0325 


REYNOLDS METALS Co., 
918 Sixteenth Street NW., 
World Center Building, Washington 6, D. C. 

GENTLEMEN: You are hereby authorized to purchase 540,000 pounds of pig 
aluminum from the General Services Administration. This metal has been 
authorized for withdrawal from the national stockpile to meet essential require 
ments for aluminum and will be used to increase your first quarter production 
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directive for pig and ingot sales to customers by 540,000 pounds, and enable you 
to accept orders from the following listed accounts: 


Pounds 
Ace Pattern Foundry ipuccsccagllet et a es _ 10, 000 
Aluminum Alloys sacha sahulaadei cia ae ‘i 10, COO 
Details RUN caccesesscsnsisivecni ett attcalinnnluinecnccalcmadcias ete tae 
American Light Alloys. -~- ninieaaiacuanae : ou 10:000 
AMPCO ones aint — ‘s sl 15, 0OO 
Anderson Brass aid . f , : 7 85, 000 
Anderson Die Casting...----~--. ince acacia ei : x 10, 000 
Badger Die Casting__..----__ Gate saiheiiaemeeimadas . 15, GOOD 
endix Products___- a tnt 7 ok 28. OOO 
Boose Aluminum Foundry Co., Inc__- oaieie ’ 10, 000 
Burndy Engineering J siaalaee i : : 5, 000 
Consolidated Industries ances 15, 000 
Crown Iron " a ao acini — im - 2,000 
Crown Non Ferrous_- pe cpebaas g ‘ . 10, 000 
Curto-Ligonter sare as 10. 000 
Durp-Mold - soa : 10, 000 
Kbaloy - i sencilla 4 10, 000 
Flodin Foundry — 5, OOO 
Gaines 3 tons dabeiad 10, 000 
Gardner Metals ‘ _ 10, 000 
J. C. Haints ‘5 ; si inane 15, 000 
J & S Foundry sa , ‘ ; : 5. 000 
Kohler 5 cine 10. 000 
Kuhiman Die Casting ; _. 15. 000 
Light Alloys . iii 15, 000 
Mae Pherson Corp 15. 000 
Monarch Aluminum —-_ ie 10, 000 
National Aluminum es sid aod ‘ 10. 000 
Pioneer Tool a 15, 000 
Pressure Castings iia imtnail ; a _. 15. 000 
Progress Pattern z ies 10. 000 
Quality Engineering 10. 000 
Rodes Foundry 10, 000 
Rupert Die Castings ie 10. 000 
Service Foundry =a aa . 10, 000 
Standard Brass 10, 000 
T & W Mfg ~« — 10, 000 
Texas Bronze as i 10. 000 
Triple A Metalcraft i iad 10. 000 
Triplex : 15. 000 
Wellman Bronze 10. 000 
West Coast Foundry 5 5 ono 
Willard Bronze 15. 000 
Wisconsin Centrifugal ; 15. 000 
Wright Aeronautical 15. 000 
Zenith Die Casting 10. 000 


If for any reason you cannot comply with this Directive. communicate within 
72 hours with the Primary Ingot, Powder & Foundry Section, Aluminum and 
Magnesium Division, National Production Authority, Washington 25. D. C 
stating the reason therefor. 

This action is taken pursuant to section 20, paragraph (a), of CMP Regula 
tion 1. 


Very truly yours, 


DIRECTIVE 0326 


Katser ALUMINUM & CHEMICAL CorpP., 
Suite 909, 1625 I Street NW., Washington 5, D. CO. 


GENTLEMEN: You are hereby authorized to purchase 473,000 pounds of pig 
aluminum from the General Services Administration This metal has been 
authorized for withdrawal from the national stockpile to meet essential re- 
quirements for aluminum, and it will be used to expedite delivery of first quarter 
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orders which you have already acknowledged above and beyond your present 
metal availability Your first quarter 1952 Production Directive for pig and 
ingot sales to customers is increased by 475,000 pounds and you are to ship to 
the customers listed below in the quantities shown. 

Pounds 


Aluminum Industries, Ine 208, 000 


Bohn Aluminum & Brass Corp 155, 000 
Hoover Vacuum n 20, 000 
Lycoming-Spencer 15. 000 


Oberderfor Foundries . i ae a ae 50, 000 
Wagner I[lectric_- 25, 000 


os “ mar), 
If for any reason you cannot comply with this Directive, communicate within 
‘s with the Primary Ingot, Powder and Foundry Section, Aluminum and 


Magnesium Division, National Production Authority, Washington 25, D. C., stat- 
ing the reason therefor 





tion is taken pursuant to section 20, paragraph (a), of CMP Regula- 


This SeC( 
tion 1 
Very truly yours, 


DEPARTM OF COMA ( 
NATIONAL PRODUCTIO \ UTHORITY 
W HIN¢ 25, March 31, 1952 


Commissioner, Emergency Procurement Service, 


General Services Administration, Washington 25, D. C 
(Attention: Mr. Raymond Eberle.) 


Dear Mr. Watsnr: This will confirm information submitted previously to you 


authorizing an additional withdrawal from the nationa ockpile 
Attached are copies of directives authorizing the following listed aluminum 
suppliers to purchase a total of 2,500,000 pounds of pig aluminum from the 


General Services Administration. 


GS-OOP-(S)-1454 (SCM) 


1455 

1456 
Pounda 

Reynolds Metals Ce 1. 500, 000 

Bohn Aluminum & Brass Corp 600, 000 


Kaiser Aluminum & Chem. Corp 100, 000 


These directives bring the total authorizations for withdrawal from the na- 
tional stockpile under the President’s letter to Mr. J. D. Small, dated January 











30, 1952, to 37,000,000 pounds Inasmuch as the total authorized withdrawals 
was 37,000,000 pounds, this completes the authorized withdrawals for the first 
quarter 1952 

Your cooperation in making the appropriate arrangements for prompt delivery 
of this materia il stockpile will be grea | er | 

Ver trul 
T. A. LYNCH, 
Director, Alumir & Magnesium Division. 


DEPARTMENT OF COM MER 
NATIONAL PRODUCTION AUTHORITY, 


W hington 25 
D1 No, 0829 
REYNOLDS METALS CoO., 
World Center Buildina., 
918 16th Street NW.., 
Washington 6, D. C. 
GENTLEMEN: You are hereby authorized to purchase 1,500,000 pounds of pig 


aluminum from the General Services Administration. This metal has been 
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authorized for withdrawal from the national stockpile to meet essential require 
ments for aluminum and will be used to increase your pig and ingot es t 
customers for the quarters indicated for each customer 
i 
4 \ un 
‘ e Alumi I 
ast ( 
I \ 
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} Frie. } 
] MI 
I I { 
Ginat 
R ! 
W_F 
er Cor] 
If for anv reason you cannot comply with this dire ve, Communicate within 
i irs With the Nati« Production Authority, Aluminum and Magnes im 
I sion, Produce Branch, W hingte 20, Ld. ¢ it e reason theref 
I} action is taken pursuant t« ( 1, Dp 1 ph (a) of CMP Regula 
{ n 1 
Ver 1i\ I 
DEPARTMENT OF COMMERCE, 
NA LO Al Ro! ION At HORITY, 
Washington 25. 
Direcrive O3830 
\LUMINUM & Bi CORP., 
Detroit 26, Mich 
GI LEMEN: You are herel uthorized to purchase 600,000 pounds of pig 
num from the General Service Administration 
Chis metal has been authorized for withdrawal from the national stockpile 
to meet essenti;s equirement rr aluminum and w be ised » meet ur 
econd quarter 152 fo ir’ yroduc on schedule 
If for any reason you cannot comply with this directi communicate within 
(2 hours with the Primary Ingot, Powder and Foundry Section, Aluminu and 
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DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25 
KAISER ALUMINUM & CHEMICAL CoORP., 
1625 I Street NW., Washington 5, D. C 


Directive No. 0328 


GENTLEMEN: You are hereb authorized to purchase 400,000 pounds of pig 
aluminum from the General Services Administration. This metal has been au 
thorized for withdrawal from the national stockpile to meet essential require 
ments for aluminum and will be used to increase your pig and ingot sales to cus 
tomers for the quarter indicated for each customer 


’ Quarter 
A rst Br 15, 000 
A A. Fou ( 
B Aly I ( \ ) 1 
( i 
} ( I i 
M + Manuf 


If for any reason you cannot comply with this directive, communicate wi 
hours with the Primay It t, Powder and Foundry Section, Aluminu 
Magnesium Division, National Production Authority, Washington, D. C 
the reason therefor 

This action is taken pursuant to section 20, paragraph (a), of CMP regula 
tion 1. 





Very truly yours, 


THe WHITE House, 
Washington, May 22, 1952 


Hon. JoHN D. SMALL, 
Chairman, Munitions Board, Washington 25, D. ¢ 





DEAR Mr. SMA Che increased demands on our cryolite supply, resulting fron 
the il ition of new alumir facilities gether with a shor ill in expectec 
receiy f natural cry m Greer ri n 1952 and prot f tior 
of in rts in 19 Ww about an esti ed deficit for 3 years of 23,000 
101 fter king to conservation measures and additional pro 
cue n fror new \ te facilities Since this deficit will have a 
critical impact the s rroduction of aluminum, I find, pursuant to the 
Strategi 1 ¢ cal ng Act, as amended, that the release of 23,645 
short tons of cryolite ore from the stockpile is required for the purposes of 
( ! n defense 


Accordingly, I authorize and order the release of the above amount of cryolite 
ore to the Administrator of General Services Administration for sale in accord 
ance with purchase authorizations which may be issued by the National Pro 








Harry 8. TRUMAN. 


MUNITIONS Boarp, 
Washington 25, D. C., May 27, 1952 
Hon. Jess LARSON 
{dministrator, General Services Administration. 

DeaR Mr. LAwson: For appropriate action by your Agency, I am enclosing a 
photostatie copy of a letter from the President to me dated May 22, 1952, au 
thorizing and ordering the release of 23,645 short tons of cryolite from the 

ckpile for sale in accordance with the allocations of the National Production 
Authority. 

The staff of the Munitions Board is prepared to give whatever assistance as is 
necessary in carrying out this directive of the President. 

Sincerely yours, 


J.D. SmMatyi, Chairman 
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DEPARTMENT OF COMMEKCE 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, D. C., June 6, 1952. 
Mr. Jess LARSON, 
idministrator, General Services Administration, 
Washington 25, D. C. 

Dear Mr. Larson: Pursuant to the order issued by the President on May 22, 
1952, to the Chairman of the Munitions Board, a photostat copy of which was 
sent to you under date of May 27, 1952, by Mr. Small, Chairman of the Munitions 
Board, you are herewith notified that the National Production Authority has 
authorized Pennsylvania Salt Manufacturing Co., Philadelphia, Pa., to purchase 
the 23,645 tons of cryolite ore which is being released from the stockpile by the 
President’s authorization. 

Sincerely yours, 
Henry H. Fow Ler, Administrator 


JUNE 17, 1952. 
Subject: Natural cryolite ore, Contract No. GS—-OOP—(S)-1458(SCM) 


PENNSYLVANIA SALr MANUFACTURING CoO., 
1000 Widener Building, Philadelphia, Pa. 


Gentlemen: Pursuant to National Production Authority directive letter of 


June 6, 1952, there will be available for purchase by you approximately 23,645 
short tons (21,111 long tons) of natural cryolite ore at a tentative price of $77.33 
per long ton for a base quality of 75 percent cryolite (sodium aluminum fluoride). 
The base price will be reduced or increased $1.50 per long ton for each 1 percent 
eryolite content below or above 75 percent, with fractions in proportion, 

Che above tentative price is f. 0. b. cars, point of origin, freight allowed to 
your plant, Natrona, Pa., and is subject to confirmation by the Office of Price 
Stabilization. 

Under the terms “f. o. b. cars, point of origin, freight allowed”, the material 
will be shipped on commercial bills of lading. ‘Transportation charges shall 
be paid by you and deducted from invoices for material furnished by the gov- 
ernment. Claims for loss or damage to material after loading on common car- 
rier shall be for your account. 

Deliveries will be made in accordance with a delivery schedule to be agreed 
upon. 

The eryolite is sold on the basis of cash payment on recipt of invoice. Payment 
shall be made to the Government for each lot after receipt of material at your 
plant. 

Inspection, if desired, shall be for your account. If inspection is desired, a 
Government inspector shall witness sampling and receive part of sample In 
accordance with standard practice, a third portion of sample shall be reserved 
for umpire use in event of dispute concerning analysis, otherwise, no claim for 
quality of the material will be considered. 

As of the 45th day after the date of your written acceptance of this allocation, 


storage charges will be for your account at the rate of $507 per month for 
fraction thereof until delivery of the 23,645 tons has been completed it is 
noted that the full charge will apply regardless of the amount retained in stor- 
age. Because of security regulations on stockpile material and other condi 


tions, space vacated from the pile so material is removed cannot be used for 
other purpose until the entire lot is withdrawn 

It is requested that you wire your acceptance of this offer immediately. 

It is also requested that you immediately telephone or telegraph shipping 
instructions to J. E. Salisbury, Director, Storage and Transportation Division, 
Emergency Procurement Service, Seventh and D Streets SW., Washington, D. C., 
telephone Republic 7500, extension 3432. 

The subject contract number has been assigned to this transaction and such 
number is to be shown on all documents related thereto 

A confirming formal contract embodying the above conditions and general con- 
tract terms will be forwarded to you for signature as soon as possible. 

Very truly yours, 
H. C. MAUL, Jr., 
Director, Purchase Division. 
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[Tne WHITE House, 
WASHINGTON, January 14, 1952, 
Hon. JoHN D. SMALL, 

Chairman, Munitions Board, Washington 25, D. C. 

Dear Mr. SMALL: In view of the critical need for rutile during the months of 
January to March 1952, inclusive, I fined pursuant to the Strategic and Critical 
Materials Stockpiling Act, as amended, Public Law 520, 79th Congress, that the 
release of 3,000 tons of rutile from the stockpile is required for the purposes of 
the common defense. 

Therefore, I authorize and order the release of 3,000 tons of rutile from the 
stockpile to the Administrator of the General Services Administration for sale in 
accordance with allocations of the National Production Authority as authorized 
by the Office of Defense Mobilization. 

Sincerely, 
Harry 8S. TRUMAN. 


MUNITIONS Boarp, 
Washington D. C., January 15, 1952. 
Hon. Jess LARSON, 
tdministrator, General Services Administration. 

DeaR Mr. Larson: Enclosed is a copy of an order of the President dated 
January 14, 1952, releasing up to 3,000 tons of rutile from the stockpile. It is 
requested that you take the action necessary to comply with this order 

You will note that allocation of this material by the National Production Au 
thority is subject to authorization by the Office of Defense Mobilization. Enclosed 
is a copy of our letter to Mr. Wilson asking that the General Services Adminis 
tration and the Munitions Board be furnished with copies of any authoriza- 
tion issued pursuant to this order of the President. 

Sincerely yours, 
JoHun C. Houston, Jr., 
Acting Chairman, 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, January 29, 1952 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, 
Washington, D. C 
Dear Mr. WatsH: Pursuant to the order dated January 14, 1952, of the 
President of the United States pursuant to the provisions of the Strategic and 
Critical Materials Stockpiling Act, as amended, Public Law 520, 79th Congress, 
3,000 tons of rutile has been released from the stockpile for sale in accordance 
with allocations of this agency 
I hereby advise you that the following amounts of rutile are to be sold to the 
companies indicated below during the month of January 1952 or as soon as 
possible thereafter: 


Tone 
Titanium Alloy Manufacturing Co., Niagara Falls, N. Y nO 
Orefraction Co., Inc., Pittsburgh, Pa 350 
Foote Mineral Co., Philadelphia, Pa 150 


We are advising these companies that they have been authorized to purchase 
these amounts from General Services Administration. 
Very truly yours, 
WILLIAM A. WHITE, Sr., 
Director, Miscellaneous Metals and Minerals Division 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington. {pril 3, 1952 


Mr. Jess LARSON, 
Administrator, Defense Materials Procurement Agency, 
Washington, D. C 
Drar Mr. LARSON: Reference is made to the discussion on rutile at meeting 11 
of the Defense Materials Operating Committee (see item V of the summary; 
minutes, DMOC/11). 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 149 


No additional withdrawals beyond the 1,000 tons already removed from the 
national stockpile now appear to be necessary. Accordingly, the remaining 
2,000 tons of the total of 3,000 tons authorized to be released by the President's 
letter of January 14, 1952, should be retained in the national stockpile and no 
additional withdrawals should be effected. 

Sincerely yours, 






MANLY FLEISCHMANN, Administrator 
Senator Matonr. Now, we have under the same heading a with 
drawal of tungsten powder. 
Mr. Watsu. Yes, sir. That is a Presidential letter of May 3, 1951. 
(The letter follows :) 
THe Wauartre House, 


Washington, May 8, 1951. 
Hon. Jonn D. SMALL, 


Chairman of the Munitions Board. 
Dear Mr. SMALL: In view of the urgent emergency need of the Department 
of Defense for tungsten powder, I find pursuant to the Strategie and Critical 
Materials Stockpiling Act, as amended, Public Law 520, 79th Congress, that the 


release of 374,039 pounds of tungsten powder from the stockpile is required for 
the purposes of common defense 


Therefore, I authorize and order the release of 374,039 pounds of tungsten 
powder from the stockpile to the Secretary of the Army and Army ordnance 
contractors 

Sincerely, 
Harry S. TRUMAN. 

Senator Matone. Authorizing how much such powder to be with 
drawn ? 

Mr. Watsn. Authorizing a withdrawal of 374,039 pounds. 

Senator Matonre. Of that amount, we have listed here that you 
did actually withdraw 282,395 pounds. 

Mr. Watsu. Yes, sir. 

Senator MALonr. Up to October 9, 1953. 

Mr. Watsn. That is right. 

Senator Martone. Aluminum, short tons, authorized withdrawal 
up to ¢ Jctober 9, 1953, 28,500 tons. Is there a letter from the Presi- 
dent on that? 

Mr. Wausu. Yes, sir. There is a letter from the President dated 
November 19, 1951, authorizing 10,000 tons. <A letter of January 
30, 1952, authorizing 18.500 tons 

Senator Matonr. Actually 27,915 tons have been withdrawn up to 
October 9, 1953. 

Mr. Wausu. Yes, sir. 

Senator Martone. Diversions to industry under stockpile contracts, 
that is under your organization ? 

Mr. Watsu. Yes, sir. 

Senator Martone. We have zinc, 15,847 tons actually withdrawn or 
diverted from the stockpile contracts up to October 9, 1953. 

Mr. Watsu. Yes, sir. 

Senator Matone. That is in addition to the President’s authoriza- 
tion. 

Mr. Watsu. Yes, sir. 

Senator Martone. That would make more than 30,000 tons delivered 
to private industry. 

Mr. Wausu. Authorized, that is true, but under the withdrawal 
against the authorization, there were only 90 tons withdrawn. The 
authorization is correct, sir, over 30,000 tons. 
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Senator Martone. Does that include the 15,847 tons diverted to in 
dustry under your stockpile contracts? 

Mr. Watsn. The 30,000 tons would, sir. 

Senator Matone. But not the 90 tons? 

Mr. Watsu. No, sir. 

Senator Martone. Has this 15,847 tons actually been diverted? 

Mr. Watsu. Yes, sir. 

Senator Martone. It has gone to private industry ? 

Mr. Watsn. Yes, sir. 

Senator Matone. Would you see anything in these figures—any of 
you that might want to speak up—that it seems to be very difficult to 
divert any of this material either under the stockpile contracts or 
other contracts, such as you have been describing ? 

Mr. Gumpet. It is impossible for this agency to do so. 

Senator Martone. One of the besetting signs of government is that 
there are so many agencies that neither one knows what the other is 
doing, and I am trying to add this thing up to show—and I think you 
already know, although some of you may not from your testimony 
that it is not difficult at all to break a market in any of these metals 
or materials after you have made your contracts with foreign na- 
tionals either through the Expor t-Import Bank or through the DMPA, 
or any of the other alphabetical agencies. It is adding up slowly to 
this sum, that with one agency operating independently here, and 
a agency operating independently there, that some mastermind 

‘an bring this about deliberately. 

Mr. Gumpet. Senator, I think you have to take into consideration, 
too, the time that these withdrawals were made. They were made at 
a time when industry was saying that if we do not get this additional 
material, we will have to close down factories and throw people out 
of work. 

Senator Martone. Were you ever aware that representatives from 
England at one time tried to curtail your stockpiling operations ? 

Mr. Gumpert. Yes, sir, I knew that. 

Senator Matonr. Will you tell us about it ? 

Mr. Gumpev. I know for a fact that particularly in some cases, I 
think nickel and industrial diamonds 

Senator Martone. Zinc and lead included. 

Mr. Gumpen. I am not familiar with that, but if you tell me, I 
presume it is correct. 

Senator Matonr. No, I am asking you. 

Mr. Gumpev. I am not familiar with that particular case. At that 
time I understand the British companies made representations that 
it would cause them great hardship if large stocks of their materials 
were placed in a stockpile which at some later time could come on the 
market and therefore they made representations that it would prob- 
ably be desirable not to stockpile on a large scale. 

Senator Martone. Was this a representative of the English Gov- 
ernment or English companies ? 

Mr. Gumpew. I am not sure which. 

Senator Matonr. Could you determine that? 

Mr. Gumeex. Offhand I do not know how I would go about it. I 
will try. 
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Senator Matone. If you will, and submit it for the record as part 
of your testimony. 
(The information is as follows :) 
GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washinyton 25, D. C., October 22, 1953 
Hon. GEORGE W. MALONE, 
United States Senate, 
Washington, D. ¢ 


Dear SeENatoR MALONE: In the course of my recent appearance before your 
Subcommittee on Materials, Minerals, and Fuels, you asked whether the Gov- 
ernment of the United Kingdom had made any representations to this Govern- 
ment regarding our stockpile operations 

An examination of the files and records of the General Services Administration 
does not reveal any information on this subject. 

It is quite possible that you might obtain some definite information on this 
subject from the State Department 

Sincerely yours, 
IRVING GUMBEL, 
Director, Materials Division. 

Senator Martone. Mr. Walsh, do you know anything about the at 
tempt or the request from English companies or the English Govern 
ment to curtail the sone on these materials ¢ 

Mr. Watsu. No, sir, I have never heard of it, sir. That does not 
mean it did not haces | ut I had not heard of it. 

Senator Matone. Mr. Walsh, are you aware of any of the opera- 
tions of the International Materials Conference of the State 
Department ¢ 

Mr. WaLsu. No, sir. I never attended any of those conferences. 
I do not know what the inner workings were, how the figures were 
arrived at, or anything. 

Senator Matone. Were any of the officials of the State Department 
ever in touch with you or your Department urging conformance with 
the International M: iteri ls Conference conclusions ? 

Mr. Wausu. The State Department asked us to furnish them with 
statistics which we did do. ‘Those statistics generally related them 
selves to the amount of the material we had under contract and from 
what areas. 

Senator Martone. Did they ever make any suggestion to you ¢ 

Mr. Watsu. No, sir, they did not. 

Senator Matonr. Or to your organization ¢ 

Mr. Watsn. Not to my knowledge, sir. 

Senator Matonr. Further in regard to diversions to industry under 
stockpile contracts, Mr. Walsh, are you familiar with the diversion 
order of 171,351 tons of copper from the stockpile to private industry ¢ 

Mr. Watsu. Yes, sir. 

Senator Martone. Would you give us the authorization for the 
benefit of the record ? 

Mr. Watsn. It was a Munitions Board letter of February 1, 1951, 
and the letter of the Defense Production Administration of July 17, 
1951, November 23, 1951, and March 31, 1952 

Senator MALonr. Please make those letters available for the record 
as a part of your testimony at this point. 


Mr. Wats. Yes, sir. 
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(The information is as follows :) 


MUNITIONS Boarp, 


Washington, D. C., February 1, 1951, 
Hon. Jess LARSEN, 


Administrator, General Services Administration. 

Dear Mr. Larson: Mr. Fred Searles and Mr. DeWitt Smith have completed 
a survey of copper, lead, and zine for the Munitions Board. Simultaneously and 
independently, Mr. Charles Homer completed a study on copper 

Based on these studies, I recommend that not to exceed 50,000 tons of copper 
be delivered for the stockpile during the balance of this fiscal year and that 
not over 10,000 tons be delivered during February. It is anticipated that the 
acquisition rate during fiscal year 1952 should approximate 10,000 tons monthly, 

I further recommend that no additional quantities of lead and zinc be con- 
tracted for and that deliveries of the quantities now under contract for the 
stockpile be spread over the balance of fiscal year 1951 and fiscal year 1952. 

In the event that industry does not absorb the output of the above metals, 
procurement for the stockpile is appropriate. 

Sincerely yours, 
J.T). SMALL. 
Chairman, 


DEFENSE PRODUCTION ADMINISTRATION, 


Washington, July 17, 1952. 
Hon. A. J. WALSH, 


Acting Commissioner, Emergency Procurement Service, 
Washington, D.C. 

Drar Mr. WALSH: Reference is made to item IV of meeting No. 21 of the Vital 
Materials Coordinating Committee on July 2, 1951. 

You are hereby directed to defer delivery to the national stockpile of any cop 
per (exclusive of the contract with the British Metals Co. for Canadian cop- 
per) not already delivered as of this date which was scheduled for delivery 
in the third quarter of 1951 or which is overdue from scheduled deliveries from 
the second quarter of 1951. 

Sincerely yours, 
NATHANIEL KNOWLES, 
Deputy Administrator for Staff Service. 





DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, November 23, 1951. 
Hon. Jess LARSON, 
Administrator, Defense Materials Procurement Agency, 
Washington, D. C. 

Dear Mr. Larson: In view of the current copper supply situation and in light 
of discussions at meetings with Mr. Wilson, it is necessary to divert from 
delivery to the national stockpile all copper previously destined for the stockpile 
in the first quarter 1952. This diversion incluudes material scheduled to be 
delivered in payment of loans made from the stockpile during the third quarter 
1951. 

The material diverted should be held by the Defense Materials Procurement 
Agency through a purchase and resale program under authority of the Defense 
Production Act of 1950, as amended. The material so held should be disposed 
to industry pursuant to instructions to be issued as necessary by the Copper 
Division of the National Production Authority in order to achieve, insofar as 
possible, the levels of production set by program determinations for the first 
quarter 1952. 

It is understood that the DMPA will request from this agency the funds 
necessary for implementation of this program. 

Sincerely yours, 
MANLY FLEISCHMANN, 
Administrator. 
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OFFICE MEMORANDUM 


Date: NOVEMBER 29, 1951. 
lo: Capt. H. C. Maull. Mr. Tom VY. Wilder. 
From: A. J. Walsh. 
Subject: The attached letter re diversions of copper. 
Disregard that portion of the attached letter which states that the cutback 
in these contracts is to be financed from loans ‘his portion of the letter is 
completely in error and Max Medley has been so advised. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, D. C., March 81, 1952. 
Mr. JESS LARSON, 
{dministrator, Defense Materials Procurement Agency, 
Washington, D. C 

Deak Mr. LArson: This is to confirm that, in view of the current copper supply 
situation, pursuant to the Requirements Committee determination of second 
quarter 1952 program levels, and as announced at the fifth meeting of the 
Defense Materials Operating Committee on February 4, 1952, it is necessary to 
divert to industry all copper originally scheduled for stockpile delivery in that 
quarter, 

rhe General Services Administration is expected to place at the disposal 
of the National Production Authority for allocation purposes any additional 
quantities of copper which may become available to GSA from any sources 
during the first half of 1952. 

The material diverted, where necessary, should be held by the Defense Ma- 
terials Procurement Agency through a purchase and resale program under author- 
itv of the Defense Production Act of 1950, as amended. The material so held 
should be sold to industry pursuant to instructions to be issued as necessary 
by the NPA in order to achieve, insofar as possible, the levels of production 
set by Program Determinations for the second quarter, 1952. 

Sincerely yours, 
MANLY FLEISCHMANN, 
1dministrator. 

Senator Matonr. All of those letters added up to 171.351 tons up 
to and including October 9, 1953. 

Mr. Wausu. ‘That is correct. 

Senator Manone. I notice these diversions from the stockpile to 
industry and the withdrawals from the stockpile are marked confi 
dential. Is there any reason why they should be at this time ? 

Mr. Waxsu. The requirement by the Munitions Board on their se- 
curity classification is restricted, confidential and secret ; an individual 
transaction is supposed to be marked restricted. When you add up 
a group of figures or a group of circumstances, then it is supposed to 
be classified confidential. When you add up the entire picture in 
one document, then it is to be classified secret. We are bound by 
their security reculations. 

Senator Matone. The Munitions Board, then, has been now trans 
ferred to the Office of Defense Mobilization under Mr. Flemming. 

Mr. Watsu. Yes, sir. 

Senator Martone. They still hold that diversions from the stock- 
pile to private industry as of October 17, 1953, shall be confidential ¢ 

Mr. Wausu. The documents were classified in that manner when 
they were brought into being. Whether that would be their ruling 
today or not, I do not know. 

Senator Marone. Would you determine what that ruling would be? 

Mr. Wausn. Yes, sir. 

Senator Manone. I can understand why with all of the machina- 
tions used by Government bureaus and foreign companies to borrow 
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money under the condition that the material is headed for the stock 
pile and then diverted might want it kept confidential. Producers 
in this country, so far from Washington, have little indication as 
to what happens to their markets. We have many producers in 

the United States that even yet believe in their Government, and 
they think they are on a competitive basis in the production of mate 
rials. We hope we can reinstate some of that confidence. I think 
it is being lost mighty fast, mostly through the operations of the 
myriad of boards, commissions and individuals in Government who 
probably do not know what other commissions and boards are doing. 
Sut there are people that know what it adds up to. This committee 
is trving to find out. 

I shall submit for the record this table. It contains 11 minerals 
that have been diverted from the stockpile contracts to private 
industry, and 7 minerals that were withdrawals actually from the 
stockpile. We will make it a part of the record at this point. 

(The document is as follows :) 


STOCKPILE WITHDRAWALS AND DIVERSIONS 


The release to industry of materials from the stockpile was made in accord 
ance with orders of the President who acted upon the recommendations of 


the Office of Defense Mobilization The diversion to industry of materials 
under contract to the stockpile was authorized by the Defense Production Ad 
ministration or, in a few instances, by other agencies. All materials were 


released or diverted to industry on the basis of allocations by the National 
Production Authority or the Defense Minerals Administration. The withdrawal 
of materials from the stockpile and the diversion of materials under contract 
to the stockpile were considered necessary in order to provide for the essential 
requirements of industry. ‘These determinations were made by the agencies 
noted above. The General Services Administration was not responsible for 
such determinations but only carried out the directives and instructions of the 
other agencies: 


Withdrawals from the stockpile 


Material Unit Amount Amount 
iuthorized withdrawn 
| 

| e 

Aluminum Short ton 28, 500 27,9) 
Coppe do 77, OOF | 64, 20K 
Cryolite do 93, 645 | 93, 479 
Lead do 30), OO 17, 79. 
Rutile 1 1,000 1, OOF 
Tungsten powder Pound (W content 374, 039 282, 39. 
Zine Short ton 90 ou 


1 Zine produced from Government-owned concentrates, 
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Diversions to industry under stockpile contracts 


Ay 

M l ‘ I t 

1 

A ninum &, 862 
( lt is 
( imbite 100. 000 
( per i I 
| rspar, acid grade 
I 
M Nese tal 4 
Nickel 1, 400, 000 
| ¢ th 
I te W 


Senator Martone. I have a document in front of me that shows the 
money that was furnished by the Economic Cooperation Administra 
tion, Mutual Security Agency, to a list of countries for listed pur 
poses. I will make it a part of the record at this point. 

(The document ts as follows:) 


TABLE 1 Economic Cooperation Authority-Mutual Security Agency funds given 


/ 


to countrys for purchase 


( tr t 4 
( ! r | ' / 
\ \ Or Por . r} K rot 
Ly gal a \ 
er y ) »4 0.9 
A int ' ( 12% 
64 8] 
| 1 | Ss. 3 
Othe includi pr 
etal ] 5 
rotal nonferr¢ 
metals and | 
ucts | 6&6 2 4 , ) 38, O 4 ru 1 
I snd steel mill mat 
nd | miuct includ 
ferroallo 66.8 1.6 2 9 6.8 { 6.2 17 g 209. 6 
Metallic ore and = conce 
trate 8 } 1 S. 4 14 ‘ 
lotal 126.7 10. 1 29 6 4 6.2 3 
{ ruction, mir ind 
mveying equipment d 2 2. | 2 17.4 27 207.9 
Metalworking machines ¢ 
ept machine tool 11.6 t s 8 2.2 
Machine tool ; ) 1.2 l SS 
Electrical machinery { ) , y ‘ 
Other industrial achi 2.2 14 ) 8. 6 i 66. 1 ‘ 138. 5 
Itural machi 
ept tractor t ( 2 s 24 3 ; 
l'ractors, all types ] 2.4 yv ~ 7 108.3 
Total hiner 
fi i ent 20.8 ( ) Osh. 8 4 176. 1 
Motor ehicl ine 
1 part 13.4 8 ( 5 224 
Aircralt 2 l 
Other transportation equly 
ment t 1 l s I 4.3 
l'otal machinery and 
vehicles 171.1 2.3 16.8 3 RS. f og ‘ 1. 853. 
Grand total 297.8 72.4 19.7 44.9 7 2.7 738.8 6.6 | 2,956.9 
Source: 13th Report to Congress of the ECA, p. 111 


39888—54—-pt. 2 30 
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Senator Martone. I have another list, Procurement Authorization 
by Commodity and Country of Destination, Cumulative ECA and 
Mutual Defense Assistance Program, April 3, 1948, to June 30, 1951. 

I will make that a part of the record at this point. 

(The document is as follows:) 


TARLE 2 Procurement authorizations by commodity and country of destination— 
Cumulative LCA and mutual defense assistance program, Apr. 8, 1948, to June 


80, 1951 
( f 
Cc . | 
Bel ) | 
\ ia wih Fra I G ce | le nd|[relan uly9 
( ‘ o4 1.8 0 44 
A 1.4 ] 
4 i s 
I 8 f 
oO 
13.4 l 4 
I 
8 S ! 45. ( 
Ir 
8 4.4 4.1 18 1.1 2 1.1 I 0 
Mf 
l 
s 1 s 1.4 
( j 
& l { ~ ~ { 4.4 7 
MM 
{ 1° 1 (4. 4 l | 
{ { 1 
I 1.9 ) 1 
0 16. 4 i s l l ll 
A 
‘ ) 1.8 19 1.0 { 
I 4. 4 11 
I ! 
61.8 411. ¢ 1.4 7.8 ) 274 
l 20.8 14 f ) l 
A i 8.4 1 
yf 
~ ] ) 4 t t 
63.8 187. 7 g.8 f ) ( l ~ 279.7 
( R32 ¢ 8 ‘ 1 ) i 10 12.9 18.8 
l I ( I ECA, pp. 110-11 


Senator Martone. I have a document labeled Procurement Author- 
ization by Commodity Group and Area of Source, Cumulative ECA 
and mutual-defense assistance program, April 3, 1945, to June 30, 1951. 

More than 2 years has passed since this table was set up and we 
will try to get a table that is up to date. But up to that time, 
$103,700,000 worth of copper purchased in the United States to be 
sent abroad, $3,200,000 of aluminum, $33,200,000 worth of zinc, $3.- 
900,000 worth of lead, and $27,400.00 of others, including precious 
metals. The total of the nonferrous metals and products purchased 
in the United States to be sent abroad was $180,400,000. 
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Iron and steel products including ferrolalloys—and ferrolalloys are 
made up ot course principally of strategic minerals and materials, 
$957.500,000. Concentrates was $13,100,000. That is a total of $451 
million worth of such metals purchased in this country with ECA and 
mutual-defense assistance money and sent abroad. 

That is almost a half billion dollars worth of these materials from 
April 30, 1948, to June 30, 1951. I will make this table a part of the 
record at this point. 

(The document is as follows:) 


TARLE 3 Procurement authorizations by commodity group and area of source— 


Cumulative ECA and mutual defense assistance program, Apr. 3, 1948, to June 
80, 1951 


\ i 
\ Apr 48, 
( 4 
S Lat I Other 
coun- 
( ( tries 
ic 
( 1 1.0 
4 ‘ 
é is 1 ) 
I 4 1.0 
( { 1.9 s ( 
i { { S 
I e¢ ) ) 
h ( i j - 87.4 I 
Total ( { 8 
( t g 7 
‘ \ 
y ork 
( 1 ( ) 
I l ( ‘ 48 ) 
( ( dust I ( $ } ’ 
A ral! y | x g 
I ill type 108 { 
Tot vel ' 1.4 1 ( g - 
M otor t ‘ 1 19 4 
\ es al 6.4 l 4 
Othe transportat | 3 ) { 6.4 l 
Total, machinery and vehiel 1, R53. ¢ 112.4 1, 808 8.8 6.3 
Grand total 2, 956. 9 247.9 2.259 399. 9 2%. 2 60. 5 0.8 
1 Minus figures showr r t t procurement autt atior l te adju nent aused by ¢ 8 
in price or quantity of is available, or cancellatior either in whole or in part—of previously ap ed 
transactions 
Source: 13th Report to Congress of the Economic Cooperation Administration, p. 109. 
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Fiscal year 1954, MSA authorizations by area 


{Thousands of dollars] 


AND CRITICAL 


MATERIALS 


of source, July 1-81, 1953 ' 


Area of source 














Euro | World 





, wes | y 
( modity group Total pean wide 
United |, Latin | partici source # 
Stat Canada, Amer pating J span | 
gis ica (OEEC 
Grand t al $6, 262 } 
Co dity total 5, 936 $5, 69 $15 | $231 
Food and 4 1 ral con 
modit 4, 223 4, 223 
Industrial commoditi 1, 709 1, 463 l 31 
Unclassified commoditic 4 4 
Technical a tance 326 326, 
COMMODITY DETAII j 
| 
Food, feed, and fertilizer 4, 223 4, 223 | 
Fertilizer, nitrogenou | 4, 223 4, 223 
Fuel 231 | 231 
Petroleum and products 231 | 231 
Raw materials and semifinished prod | 
uct | 9 | 44 15 
Fabricated basic textiles 31 16 15 | 
Iron and steel mill materials and 
products, including ferroalloys 2 22 | 
Lumber and lumber manufacture S s | 
Nonmetal minerals | 4 A | 
Pulp and paper l 1 
Nonferrous metals and products | 
Copper l 1 | 
rin 2 2) } 
Other, including precious met } 
ils 3 3 } 
Chemicals and chemical prepara | 
tior | 7 7 
| 
Machiner and vehicle 1, 363 1, 363 
Ma ery and equipment 1, 341 1, 341 
Cor truct . Tritt Dg and 
onveying equipment | 621 621 
Machine tools | 377 37 
Generators and motors | 18 183 
Electrical apparatus, except | | 
generators and motors 79 79 | | 
Metalworking machinery, ex- | | 
cept machine te 79 79 | | 
Engines and turbine 19 19 
Industrial machinery, n. e. ¢ 37 37 
Agricultural machinery, ex 
cept tractors 20 20 
Motor vehicles, engines, and parts 6 6 
Vessels and equipment 16 16 
Miscellaneous and unclassified 60 60 
Selent ind professional instru- 
ments 30 30 
Rubber and rubber products 2 9 
Miscellaneous industrial commod 
itic ' 24 24 
Miscellaneous iro and = steel 
manufactures 2 ” 
Other 4 4 
Unclassified commodities + 4 
! Data present net authorizations during the period—increases less decrease negative figures occu 
when the value of all decrease greater than the value of all increase 
+ Procurement authorizations issued with ‘‘World-Wide Source,"’ except for the exclusion of the recipient 
country itself and the Communist-dominated areas hese authorizations will be identified as ‘‘Worl 
Wide Source,”’ until they are closed, at which time the actual source co ries will be determined 


Nore 
amounts 


lotals shown are sums of unrounded figures, hence may 


Source: Statistics and Reports Division, Office of Research, Statistics and Reports, Sept 





vary slightly from totals of rounded 


14, 1953 
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Cumulative program, all fiscal years, MSA authorizations by area of source, June 
5, 1950-—July 31, 1953 














rhousands of dollars] 
Ar f ree 
Eur 
3 Vorld 
ea 
Commodity grou] Total Latir part Ot} wide 
Cana I ( P 
tal ca OEE 
irand total $497, 194 
Commodity total 454,478 | $328,632 | $2,981 | $1,936 | $28,170 |$47, 874 | $45, 084 
Food and agricultu 
moditic 17¢ 7 139 ( 2, 140 277 19, 262 8, 280 6, 232 
Industrial commoditi 277, 99 189, 15¢ 841 658 8, Yi », 5S 38, 852 
Unclassified cor lit } 174 l 4 
Unclassified ¢ ity K 
tior on 19 ; : 3 
Technical services 5, 48 5, 480 
rechnical assistance 13, 079 13, 079 
Ocean freight 24 3 i 4 3 3 
COMMODITY DETAIL 
Food, feed, and fertilizer 125, 604 89, 428 2, 14 1, 268 19, 262 7, 273 6, 232 
Fertilizer 73, 753 40, 441 922 | 19, 262 6, 89 6. 232 
Nitrogenous | 55, 317 29, ROL 922 12, 534 6, 61 5, 390 
Phosphate 13, 219 8, 769 3, 608 842 
Potash 217 1, 812 s, 120 28 
r ? oil 1 oy ‘ 
Fats tnd oils | 25, 144 25, 144 
Soybeans 20, 253 20, 253 
Peanuts 1, 560 1, 560 
lallow | 1, 7¢ l 
Boybean oll | 1, 434 1 
Coconut oil lit 
Linseed oil 22 22 
Bread grains 21, 028 21, 028 
Wheat 9. 908 )» 908 
W heat flour » 6H 9, 604 
Unclk ied 1, 430 1, 430 
| Sugar, raw or refined 1, 53¢ 1, 268 
| Dairy products 1, 378 1, 378 
I 
Milk 923 923 
Unclassified 454 454 
Fish and fish products, except fis! 
> oil and meal 1, 218 218 
i Feeds and fodder 1, 156 1, 15€ 
Oileake and oilcake mea] 1, 053 1, 053 
Other 3 103 
Meat 222 114 108 s 
Live animals for slaughter 124 lf 08 
Canned meats and poultry 98 98 
Fruits and nuts, except peanuts 128 12 
Vegetables and preparations 23 23 
Seeds, other than oilseeds 17 14 3 
Eggs 3 3 


See footnotes at end of table. 
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Cumulative program, all fiscal years, MSA authorizations by area of source, June 
5, 1950—July 31, 1958 


CC » \ Ip 
lf 
Fuel 
Petroleur 1 products 
Coal and i fu 








ucts 
Cott 
Raw t ex t] : 
( ton 
Iron and stee ll ster and 
pr d rT ‘ \ 
Fat 1 } t 
Che ils and rela prod 
1 pharmaceutical 
t ‘ ils, except al 
cohol 
Alcohol 
Other 
Nonferrous metal 1 nrodnet 
Copne 
Br i 
4 u 
Lead 
Tir 
Nickel 
Other d on 
i 
Pulp and 
Non 8 
Hid k it 
Luml imt wnufacturt 
AY ers, raw silk 
M ul fiber pr 


Nuval store 


Machinery and ve 
Machinery and equipment 


ment and par 


See footnotes at end of table 





(Thousands 


United 


state 


117 
05.993 
47,113 
46, 88 

228 
16, 48 
12, 93: 
17, 49 
8, 349 
3. 870 

929 

4 
4,341 
3, 346 


49 
104 
68 
3, 809 
1.752 
1, 438 
1,153 
19 
14 
4.512 
71,479 
20, 487 
9 
4 950 
2, R2¢ 
873 
17, Sf 
3, 412 
17 87 
41 
4,755 


of dollar 3] 





ROR 


Continued 


100 


6. 905 


221 


World 
wide 


source ? 


2,995 | $3, 5¢ 
12,9 3, Be 
40 
17, 507 1! 
6, 185 5 329 
5,644] 4,483 
170 1, 068 
14 13 
7 dh 
19 
100 
{ 164 
> 105 () 
19 2 
19 
1 
20) 


120 
472 21 
408 
1,118 
850 
67 
9 > 
s 19 
19 10 l 
83 2, 74 
3, Ae 2 #60 
1,744 
771 1, 200 
2 1, 70¢ 


8 18 
$4 
170 4 4 
1,314 2, 145 
1,113 848 
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Cumulative program, all fiscal years, MSA authorizations by area of source 
9, 1950—J uly 31, 1958—Continued 


, dune 






ta 
A 
} - 
Ww 
Ce 7 r wi 
; - source 8 
OF} 
Miscellaneous and unclassified $26, 18 $19, 369 $2 $9 $1, OF $1, 36¢ $4, 57 
S f 1 
ents \ 6.4 ) 1,919 
Rut r 1 ; } l ) 
lot 0 xy is 
M 1 j 
t 7 I ) 9 
M ul 
I f 1 409 3, 4 
© 42 4 ) t 
M laneou 
v ible r 436 9 l 
Ur fled 4 4 
Ur Ss 1 9 
1 Procurement authorizations issued with ‘‘World-Wide Sour x t for the exclusion of t t 
country itself and Communist-dominated area l it vill i fied as ‘*W W ide 
Source,’’ until they are closed, at w h time the actua 1 \ r l 
2 Includes $724 thousand for authorizations by ECA w Mutual D A ince | ram 
funds. Exel 597 thousand au i cial I pine program f € ym 
modities invol\ tl use f Joint [ 5 \ i \ ‘I ( ] jt M A‘ ; f vi the 
Philippine Government, with MSA/ECA approval, has advance wn ule int of pe om 
existing counterpart fund Adjusted to reflect the trarsfer to T operation Adr i of 
the unexpended balances as of June 30, 1952, of funds allotted and ot ited for assistance to I 1 and 
the Indonesian Republic Obligations entered int [ 1al ency ct with the 
programs are being discharged by TCA 
§ Not available 
Notge.—Totals shown are sums of unrounded figures, hence iy vary slightly f tota rounded 
mot t 
Source: Statistics and Reports Division, O f Resear ‘ i I 14, 1953 


Senator Matone. A matter of 2 years and almost 4 months has 
elapsed since June 30, 1951. We will try to get the record of this 
last 2 years and4 months. But I want to ask you, Mr. Walsh, if you 
believe that these purchases that I have just enumerated, that is, 
purchases in the United States to be sent abroad, might have some- 
thing to do with the shortage of these materials? 

Mr. Warsu. Within the United States? 

Senator Manone. Yes. 

Mr. Wausn. Yes, sir, it could have had that effect. 

Senator Martone. So we are busily engaged in making contracts in 
foreign countries for these same materials that go either to our stock- 
pile or to industry as our current officials may see fit. That is a 
correct statement, is it, Mr. Walsh ? 

Mr. Watsu. Yes, sir. 

Senator Matone. And apparently the bureaus set up to do the pur- 
chasing have little or no information as to how this whole business is 
manipulated. 

Mr. Watsu. In the overall that is correct, yes, sir. 

Senator Martone. Each top official only knows the details of his own 
bureau, is that correct? Like yourself, for instance. 
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Mr. Watsu. I would say that is substantially correct. You may 
know something from time to time, but you are not constantly in on it. 

Senator Matone. You are not informed of what they are going to 
do until after they have done it or are doing it. 

Mr. Watsu. That is correct. 

Senator Matone. It is just the same as the shipments of these stra- 
tegic and critical minerals and materials into this country resulting 
in ‘breaking the market, that is, not done with your advice or assistance. 
It is mere ly done through an order over which you have no control. 

Mr. Wausu. That is correct. I think, sir, at the moment it might 
be well if Mr. Greene would give you for the record the information 
as to an effort that has been made on the part of GSA to attempt to 
get all of these things in one entity. 

Senator Martone. As I understand it now, they will be under the 
Office of Defense Mobilization. It all will be handled from that par 
ticular organization, is that true ? 

Mr. Wausn. I think there are other facets to that thing. It is 
true, I believe, insofar as the defense effort and national economy 
and the stockpile are concerned, but I don’t believe the present ar 
rangement would have any bearing on Foreign Operations Admin- 
istration. I think that is still outside of that orbit. 

Senator Matone. Yes. Mr. Greene, would you give us some addi- 
tional information if you have it in this regard ? 

Mr. Greene. I would like to, Senator, if I may. Sometime ago 
DMPA took under study before it was merged with GSA and made 
definite recommendations and came up with a conclusion, just as you 
had, Senator, that there were perhaps too many entities in Govern- 
ment having ‘some sort of responsibility in the fields of minerals and 
metals. The thing came to a head when we were asked for recom- 
mendations on the Paley Commission Report. 

The main recommendation made to ODM or rather made by DMPA 
to the heads of the executive branch of the Government was that in the 
opinion of DMPA from its experience in handling minerals and 
metals, that it had gathered for a year and a half that it had been 
in existence up to that time, the main recommendation was that it 
was the opinion of the officials of DMPA that the responsibility for 
minerals and metals should be lodged in one instrumentality, or 
agency of the Government, if you will, rather than some 54 com- 
missions and agencies. 

Senator Matong. Do you havea list of those 54? 

Mr. Greene. I do not think I have them. I think they are avail- 
able, and we can 2 them. 

Senator Matonr. Will you make an entire list with just a brief 
description of their responsibility a part of your testimony in the 
record ? 

Mr. Greene. I will be happy to furnish that for the record. 

(The information is as follows:) 


List oF AGENCIES OF THE FEDERAL GOVERNMENT THAT HAVE A SIGNIFICANT 
INTEREST IN STRATEGIC AND CRITICAL METALS AND MINERALS 


This list was compiled by Dr. John D. Morgan and appeared in the October 
1952 issue of the Engineering and Mining Journal. Note that there are some 50 
agencies having an interest in metals and minerals, exclusive of United States 
Government committees and international groups. 
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The following changes have taken place since the publication of the list: 

1. National Security Council has been abolished and its functions transferred 
to the Office of Defense Mobilization. 

2. Defense Production Administration has been abolished and its functions 
transferred to the Office of Defense Mobilization. 

3. Defense Materials Procurement Agency has been abolished and its fun: 
tions transferred to the General Services Administration. 

4. The Munitions !;oard has been split and part of it remains in the Military 
Department under an Assistant Secretary and part of its functions transferred 
to Office of Defense Mobilization. 

5. National Production Authority has been abolished and its functions trans 
ferred to a business and defense service organization within the Department of 
Commerce. 

6. Mutual Security Agency has been abolished and its functions transfe 
to the Foreign Operations Administration, a new agency. 

7. Economic Stabilization Agency has been abolished and its functions trans 
ferred to the Office of Defense Mobilization. 

8. Office of Price Stabilization has been abolished and its functions transferred 
to the Office of Defense Mobilization. 

9. Small Defense Plants Administration has been abolished and its functions 
transferred to Small Business Administration, a new agency. 


rred 


AGENCIES OF THE FEDERAL GOVERNMENT THAT HAV! A SIGNIFICANT INTEREST IN 
STRATEGIC AND CRITICAL METALS AND MINERALS (SEPTEMBER 


(Compiled by John D. Morgan, Jr., E. M., Ph. D.) 


The President: 
Executive Office of the President: 

The White House Office—Advises the President on legislation, organiza- 
tion, and other problems. 

Office of the Special Assistant to the President—Advises on foreign de- 
velopment programs. 

Office of Defense Mobilization (OQDM)'!—Establishes general mobiliza 
tion policies, including policies for the expansion of industry 


Bureau of the Budget (BB Reviews budget requests for defense pro 
duction programs, stockpiling, and functions of the agencies concerned 


with metals and minerals. Secures coordinated views of the ex 
ecutive branch regarding legislation. Establishes necessary organi 
zational patterns 

National Security Council (NSC)—Advises as to the imminence of war 
and reviews broad security programs, including stockpiling 

Central Intelligence Agency (CIA)—Provides information on for- 
eign sources of metals and minerals 

National Security Resources Board (NSRB) Advises the President 
concerning the coord aLlor of mobiliza ion, in luding reserves of 
strategic and critical materials. 

Council of Economic Advisers (CEA)—Advises on broad economic 
policies. 

Defense Production Administration (DPA)*—Directs and coordinates 
the defense production program including the exercise of the pri 
orities and allocations powers, and the determination of production 
programs, goals and the adequacy of facilities; also issues accelerated 
tax amortization certificates. Directs United States participation in 
the International Materials Conference. 

Defense Materials Procurement Agency (DMPA)*—Purchases and 
makes commitments to purchase metals, minerals and other mate- 
rials for Government use or resale; encourages exploration, develop- 
ment and mining of strategic and critical minerals and metals. 
Makes subsidy payments. Installs equipment in facilities. Fune- 
tions in accordance with programs certified by Defense Production 
Administration. 


1Indicates temporary agencies implementing the Defense Production Act of 1950 In 
dentation indicates subordinate agencies within a major agency 
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The President—Continued 


dent 


i 


xecutive Oflice of the President—Continued 
General Services Administration (G@SA)—Purchases materials for 
Government use or resale. 

Emergency Procurement Service (EPS)*—Purchases, inspects and 
stores strategic and critical materials for the national stockpile, 
and purchases other materials. 

Department of the Interior—Responsible with the Munitions Board for 
stockpiling under Public Law 520, 79th Congress. 

National Minerals Advisory Council—Advises on mineral policies. 

Defense Minerals Exploration Administration (DMEA)*—Encour- 
uges exploration for metals and minerals within the United 





State 

United States Bureau of Mines (USBM)—Maintains industry sta- 
tistics Does extensive research and development in the field 
of mining and metallurgy. Administers mine safety laws. 

United States Geologic Survey (USGS)—Does geologic work of all 
types 


Defense Electri Power Administration (DEPA) Assists in pro- 
viding electric power 
Department of Defense: 

Joint Chiefs of Staff (JCS) Advises as to the accessibility in time 
of emergency to foreign sources of strategic and critical 
materials 

Munitions Board (MB)—Establishes stockpile programs under 
Public Law 520, 79th Congress. Also determines military re- 
quirements for strategic and critical materials 

Research and Development Board (RDB)—Reduces requirements 
for strategic materials in very short supply through conservation, 
substitution or redesign. 

Department of the Army—<Aids in the determination of stockpile 
programs under Public Law 520, 79th Congress, and determines 
military requirements for strategie and critical materials. 

Department of the Navy—As above. 

Department of the Air Force—As above. 

De partment of Commerce: 

Business Advisory Council—Advises on broad business policies. 

National Production Authority (NPA)*—Allocates strategic and 
critical materials to meet the needs of defense programs and the 
national economy. 

Burenu of the Census—Collects industry statistics including im- 
port-export data 

Office of International Trade (OIT)—Exercises export control 
powers 

Maritime Administration: 

National Shipping Authority (NSA)’—Provides shipping for 
strategic and critical materials. 

Coast and Geodetic Survey (CGS)—Conducts geophysical surveys 
and tidewater explorations, 


Industry Evaluation Board—Selects industrial facilities, and their 
supporting economic resources including installations and mate- 
rials which are key to the defense effort. 

Facilities Protection Board—Develops programs for physical pro- 
tection and maintenance of the security of economic resources 
selected by the Industry Evaluation Board. 

Reconstruction Finance Corporation (RFC)—Purchases and resells tin, 
operates the Government tin smelter, and makes loans to stimulate 

industrial production, including mining. 

Department of State—Advises concerning metals and minerals develop- 
ment programs in foreign countries. Assists in establishing United 
Ss 





ta stockpile programs, 

Mutual S¢ urity Agency (MSA)—Develops resources of friendly coun- 
tries in the interest of their security and independence, and the na- 
tional interest of the United States, and to facilitate participation 
in the U. N. system for collective security. Promotes increased pro- 
duction of materials in which the United States is deficient. 


cates temporar igencies implementing the Defense Production Act of 1950 In- 
ition indicates subordinate agencies within a major agency 
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The President—Continued 
Executive Office of the President—Continued 
Export-Import Bank of Washington (Ex-Imbank)—Provides necessary 
financing to facilitate mineral development programs in foreign 
countries 
Tariff Commissio Evaluates the effects of tariffs on the mineral 
industry. 
Economic Stabilization Agency (ESA)—Establishes general price and 
wage stabilization policies. 
Office of Price Stabilization (OPS)’—Establishes price ceilings for 
metals and minerals 
Department of Labor: 
Defense Manpower Administration “—Assists in obtaining the neces- 
sary labor force 





Treasury Department—Establishes and implements tax progran 
affecting mineral properties 





Department of Justice—Enforces antitrust laws involving segments of 
the mineral industry 
Department of Agriculture—Assists in establishing United States stock- 
pile programs 
Commodity Credit ( oration (CCC) ge when possible 
surplus agricultural commodities for str ind critical metals 





and minerals 
Defense Transport Administration *~—Assists in providing transportation 
for metals 2nd minerals 
Atomie Energy Commission (AEC)—Controls and procures fissionable 
and source materials 
National Academy of Sciences: 
Minerals and Metals Advisory Board (MMAB) Advises on tech- 
nical problems in the minerals and metallurgical field 
National Advisory Committee for Aeronautics (NACA) rests mate- 
rials, fuels, and lubricants 
National Science Foundation (NSF)—Encourages scientific acti 
which support security programs 





Renegotiation Board—Issues raw materials exemption list which ex- 
empts certain metals and minerals from contract renegotiation 

Small Defense Plants Administration (SDPA) *—Assists small business, 

General Accounting Office (GAO)—Reviews and audits all Government 
contracts 


MAJOR UNITED STATES GOVERNMENT COMMITTEES CONCERNED WITH METALS AND 


MINERALS 


ODM Committee on Production Policy (PPC)—Representatives of Defense, In- 
terior, Commerce, Agriculture, Labor, DPA, DMPA, AEC, DTA, ESA, NSRB, 
and other interested agencies as required—advises Defense Mobilizer on de- 
fense production problems such as development and operation of the mobiliza- 
tion production base; improving the coordination and effectiveness of Federal 
policies and programs; and proposed legislation, orders, and regulations relat- 
ing to production. 

DPA Defense Materials Policy Committee (DMPC)—Representatives of ODM, 
DPA, NPA, DMPA, ESA, GSA, MSA, OPS, RFC, NSRB, State, Interior, Muni- 
tions Board, Agriculture, Budget Bureau—reviewers broad policy problems 
affecting the supply of materials 

DPA Defense Materials Operating Committee (DMOC)—Representatives of 
ODM, DPA, NPA, DMPA, ESA, GSA, MSA, OPS, RFC, NSRB, State, Interior, 
Munitions Board, Agriculture, Budget Bureau—reviews supply requirements 








data for strategic and critical materials and recommends appropriate action 
to increase supplies and to channel them to essential programs 
DPA Requirements Committee—Representatives of claimant agencies with pri- 
ority and allocation authority (Department of Defense, AEC, GSA, VA, Agricul- 
ture, Interior, ICC, Commerce, State, DMPA)—reviews quarterly alloc 
of controlled materials and establishes the broad framework of the defense 
production program through allocation of controlled materials 
Munitions Bi d Interdepartmental Stockpile Committee (ISC)—Repre- 
sentatives of State, DMPA, GSA, Interior, Commerce, Agriculture, MSA, 
DPA, Munitions Board, NSRB, AEC, RDB, Budget Bureau, Army, Navy, 











1Indicates temporary agencies implementing the Defense Production Act of 1950 In- 
dentation indicates subordinate agencies within a m 
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and Air Force—advises the Munitions Board on the quantity and quality 
of materials to be stockpiled, as well as on general stockpile policy. 
Senate committees: 
Appropriations. 
Armed Services: 
Stockpile Subcommittee 
Preparedness Subcommittee. 
Interior and Insular Affairs. 
House committees: 
Appropriations, 
Armed Services: 
Stockpile Subcommittee. 
Interior and Insular Affairs: 
Subcommittee on Mines and Mining. 
Judiciary: 
Subcommittee on the Study of Monopoly Power 


Joint committees: 


Joint Committee on Defense Production. 
Joint Committee on Atomic Energy. 


MAJOR INTERNATIONAL GROUPS CONCERNED WITH METALS AND MINERALS 


International Materials Conference (IMC)—The purpose of these committees is 
to consider and recommend to governments the specific action which should 
be taken, in the case of each commodity, in order to expand production, in | 
crease availability, conserve supplies, and assure the most effective distribu- 
tion and utilization of supplies among consuming countries: 4 

Central Group (IMC)—Representatives of United States, Australia, Brazil, 
Canada, France, India, Italy, United Kingdom, Organization of American 
States, and Organization for European Economie Cooperation. 

Copper-Zine-Lead Committee (IMC)—Representatives of United States, 
Australia, Belgium, Canada, Chile, France, Germany, Italy, Mexico, Nor 
way, Peru, United Kingdom. 

Manganese-Nickel-Cobalt Committee (IMC)—Representatives of United 
States, Belgium, Brazil, Canada, Cuba, France, Germany, India, Norway, 

South Africa, and United Kingdom. 

Sulphur Committee (IMC)—Representatives of United States, Australia, 
Belgium, Brazil, Canada, France, Germany, India, Italy, Mexico, New 
Zealand, Norway, Switzerland, Sweden, South Africa, and United 
Kingdom 

Tungsten-Molybdenum Committee (IMC )—Representatives of United States, 
Australia, Bolivia, Brazil, Canada, Chile, France, Germany, Japan, 
Portugal, Spain, Sweden, and United Kingdom, 

North Atlantic Treaty Organization (NATO)—Development of combined plans 
including those affecting metals and minerals to implement the North Atlantic 
Treaty. 

Organization of American States (OAS). 

Organization for European Economic Cooperation (OBEC). 

International Tin Study Group. 


Senator Matonr. Let me ask you at this time, too, how many of 
these 54 entities and agencies have since been abolished ? 

Mr. Greene. I do not think there have been any except the abolition 
of DMPA and transferring of its functions to GSA. 

Senator Matone. It has just been made a part of GSA? 

Mr. Greene. Yes, sir. 

Senator Martone. The General Services Administration ? 

Mr. Greene. Yes, sir. 

Senator Martone. It has not been abolished. It was just made a 
part of it. 

Mr. Greene. The agency as such has been abolished. The func- 
tions of DMPA have been transferred to GSA. 
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Senator Matone. It is the only one that you know of that has been 
abolished ¢ 

Mr. Greene. Yes, sir. It is the only one that I know of. The 
functions of the old Munitions Board, as we knew it, have been split 
now, and part of it is with the Office of Defense Mobilization. 

Senator Martone. Where is the rest of it? 

Mr. Watsu. The rest of it remains in the military. 

Senator Martone. In the old Munitions Board ? 

Mr. Greene. Yes, sir. 

Senator MaLonr. _ Munitions Board has not been abolished? 

Mr. Greene. No, si 

Mr. MEDLEY. Senator, I believe it has. I think their functions have 
been assumed by Mr. Thomas, who is Assistant Secretary of Defense 
for Supply. 

Senator Matone. But the Board itself has not been abolished. He 
just assumes the work of the Board. Is that right? I am trying to 
clarify it for the record. 

Mr. Meptey. From a practical standpoint, it is my understanding 
that they do not function any more as a board. Whether it has been 
technically abolished, I do not know. 

Mr. Greene. Mr. Ford just mentioned to me, and I am sorry I did 
not think of it, DPA, Defense Production Administration, has been 
abolished and its functions absorbed by ODM. 

Senator Matonr. What does ODM stand for? 

Mr. Greene. Office of Defense Mobilization. 

Senator Matonr. Headed by Dr. Flemming? 

Mr. Greene. Headed by Dr. Flemming; yes, sir. The remaining 
functions of OPS have been absorbed by Dr. Flemming’s organization. 

Senator Martone. What is OPS? 

Mr. Greene. Office of Price Stabilization. 

Senator Matonr. That has ceased to operate. 

Mr. Greene. That is right. It did, by act of Congress. NPA has 
been abolished and absorbed by the Department of Commerce. 

Mr. Watsn. That is the National Production Authority. 

Senator Martone. Did you include Office of Price Stabilization in 
the 54% They were merely setting prices. 

Mr. Greene. They had some responsibility. My statement of 5 
meant any entity or agency of the Government having some came 
bility of minerals and metals. 

Senator Martone. You give us a complete list, and the present 
status in just a few paragraphs. 

Mr. Greene. Yes, sir. 

Senator Matone. Do you have any other information? 


BREAK IN LEAD AND ZINC MARKET IN THE SPRING OF 1953 


Mr. Greene. No, sir, except for this: It is my understanding and 
it is just hearsay but I have been led to believe that the stocks of zine 
which are being held or accumulated by the British Government are 
not being dumped on the international market. My latest information 
is that it is being liquidated in an orderly fashion by the zine com- 
panies of England, and that only certain amounts each month will 
be liquidated. 

Senator Matone. Just enough to keep the price down around 10 or 
11 cents a pound. 
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Mr. Greene. I do not know if that is the cause of keeping the price 
down. ‘There are so many intangibles that go to m: aoe = the price. 

Senator MALONE. In other words, the British are in charge of 
They can send any unmount of tin here that they want. 

Mr. Greene. Zinc, s 

Senator MALONE. Ye es, i. 

Mr. Greene. No, I do not think so. They have agreed not to send 
and to liquidate the stocks which they have which are not much in 
excess Of LOO,QUU 

Senator Matonr. One hundred thousand tons / 

Mr. Greene. Yes, over a period of 2 years. 

Senator Maronr. When cid they avree to this distribution of their 
stocks ? 

Mr. Greene. I think it was in the early summer of 1953. 

Senator Manone. After they had broken the market ¢ 

Mr. Greene. I am not con ipetent to say what broke the market. 

Senator Matonr. You know the market broke before the vy made this 
agreement, 

Mr. Greener. Yes, sir, I know the market broke. 

Senator Matonr. Before they made the agreement. 

Mr. Greene. Before the agreement was made; yes, sir. I do not 
know, and I would not conjecture as to what was responsible for break- 
ing the market. I thing it isa number of circumstances. 

Senator Matonr. Would you enumerate several of them ? 

Mr. Greene. That is one. The fact that there were those stocks 
in England. 

Senator Matonr. And the stocks obviously were purchased with 
American money. 

Mr. Greene. That I do not know. 

Senator Martone. I just read into the record the number of millions 
of dollars furnished them to purchase zinc. We have no record of 
them putting up very much money of their own. The taxpayers of 
America are very versatile, especially in dispensing their money. 

Here is a very interesting report along the lines of your comment. 
London, June 3, 1953, headed “1952 a year of disillusionment and dis 
appointment,” says corporation head. In commenting on zinc and 
lead market performances in 1952 and referring sepcifically to plans 
for disposal of Government-held stocks and the effect of Government 
subsidies in the United States, John R. Govett, chairman of the Con 
solidated Zine Corp., Ltd., in his annual report as published in the 
Financial Times of London, said in part as follows: 

The year 1952 was one of disillusionment and disappointment to lead-zine 
producers. Searcely had the exertation of both the United States and the 
United Kingdom Governments to increase production become less intense than 
high prices and restrictions of use began to affect consumption. Current pro 
duction was already in excess of current requirements at the time when the 
United Kingdom Government decided to return these metals to private trading. 
This step presented a number of difficult problems, particularly as it involved the 
question of Government-stock disposals. Unhappily it would seem that the 
measures to solve these problems were not as well contrived as they might 
have been. 

I would only disagree with his very charitable statement. I think 
they were contrived very cleverly. 


The price of lead which in the United Kingdom was 131 pounds on September 
30, 1952, fell rapidly on the open market until it reached 73 pounds and 5 shillings 
on April 23, 1953. 
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This is the pei iod about whi h you speak, is 1t not 4 
Mr. GREENE. That is right, sir. 
Senator MALONE (reading): 


In case of zine a similar picture can be shown. The price on December 31, 
prior to the opening of the market, was 110 pounds (per ton) and a w of 63 
pounds 15 shillings (per ton) reached by April 25, 1955 The resu 
have been shared by producers throughout the world, and must have totaled 
many millions of pounds. If the stocks that have been released have eventua 

gone into consumption, they have presumably done so only as a result of the 


closing down of mines, mostly in the United States of Americ: 


tant losses 


Does that make any Sense to al ybo Ly tl it 1s in bu iness | ere ¢ You 
understand, Mr. Gumbel. 

Mr. Gumper. Yes. 

Senator MaLtonr. You know something about American mines, Mr. 
Gumbel. 

Mr. GuMBEL. Yes. sir. 

Senator MALONE. Do you agree with this statement ? 

Mr. Gumpe.. It cannot be controverted. 

Senator Matone. I think you are entirely correct. 





So we have this situation, namely, that in 1951 our respective governments 
were clamoring for supplies and giving every inducement for new production 
In 1952 some of the old established mines of the United States could no longer 
operate economically and their remaining ore reserves may be lost indefinitely 

In other words, you experts in your line must understand that when 
you close a wet mine anywhere in the world, it is a very difficult thing 
to open up. Apparently very little attention has been paid to that 
particular point. 

Now I must mention another painful matter, namely, the long-term contracts 
which governments have entered into with high-cost producers at floor prices 
which are now well above any ceilings that established producers can hope to 
reach. Thus subsidized metals from these high-cost producers will be added 
to market supplies and some old established efficient producers may be closed 
down to make way for this metal. 

Mr. Walsh, do you agree with that statement ? 

Mr. Watsu. I think that is a correct statement. 

Senator Martone. Mr. Gumbel, do you agree with that statement ? 

Mr. GuMBEL. Surely. 

Senator Matone. It is well established through your own testimony 
that any metal purchased by the United States through any source 
can be diverted from the stockpile if in fact it ever reaches it to do- 
mestic producers, and can, as a matter of fact, through your testimony, 
Mr. Walsh, evade the tariff payment if it is so desired. That is true? 

Mr. Wausu. Not evade it. It would be paid by the government 
rather than by the consumer. 

Senator Matone. Load the taxpayer up with it; is that right ? 

Mr. Watsn. That is what it would be equivalent to. 

Senator Matone. I should say it isa very gloomy picture. 

Let us get at this matter of domestic producers, starting with the 
copper. 

Mr. Watsu. Mr. Ford will give that information. 


DOMESTIC COPPER CONTRACTS 


Senator Martone. Let us make that as fast as we can. I would not 
like to keep you here until more than 6 or 7 o’clock. The committee 
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is interested in knowing what type of contract, the length of the 
contract, the amount that you are paying, the number of tons to be 
delivered and any other pertinent item in the contract that might 
be helpful to the committee. 

Mr. Forp. Yes, sir. On domestic copper ? 

Senator Martone. Starting with domestic copper. 

Mr. WatsH. Perhaps I shouk 1 kick off on the stoc kpile first. 

Senator Matone. Very well. 

Mr. Wats. Consolidated Copper Mines, the contract is dated 
December 11, 1952; it calls for 15 million pounds of domestic copper, 
32 cents per pound, deliveries, December 1, 1952, to be completed 
December 31, 1954. It is a flat price contract, no subsidies of any 
kind involved. 

Senator Martone. What is the name of the company 4 

Mr. Warsu. Consolidated Copper Mines. 

Senator Martone. What is the Consolidated Copper Mines, where 
is it located ? 

Mr. Wausn. It is a United States company. I do not have their 
address. 

Mr. Croston. The mine is located in Ely, Nev. 

Senator Matong. Where is the office ? 

Mr. Croston. I believe at 42 Broadway, New York. 

Mr. Watsu. Calumet and Hecla, Inc. The contract is dated Janu 
ary 6, 1952. It provides for a minimum of 146 million, a maximum 
of 205 million. The contract delivery is beginning January 1, 1952, 
te rminating December 31, 1955. The price is 2514 cents per pound, 

ased on operating costs as related to sti Y istics published by the Bureau 
of Labor Statistics. 

Senator Matonr. Who decides what the price is to be? I notice 
14 cents per pound variation in these two contracts. 

Mr. Watsn. Two and one-half cents; thirty cents versus twenty 
seven and one-half. 

Senator Matong. I thought you said 32 cents. 

Mr. Wausu. Iam sorry. You are right. 

Senator Matonr. Four and one-half cents difference in price is 
quite a little difference in price. Who decided this business? 

Mr. Waxsu. That was the price at which they were willing to sell 
and the price at which we were willing to buy. At the time that 
contract was entered into, the United States price as established by 
the Office of Price Stabilization was 241% cents. They could not pro- 
duce at 241% cents. They could produce at 2714 and were willing to 
sell at that price. 

Senator Martone. Did you make this contract at the time the ceiling 
price was 2414 cents? 

Mr. Watsu. Yes, sir. 

Senator Martone. With the consent of the Office of Price Stabiliza- 
tion ? 

Mr. Watsn. Yes, sir. 

Senator Matonge. Who was the head of that organization ? 

Mr. Wausu. Mr. DiSalle was the head of it. 

Senator Matone. Then the top price did not mean very much, did 
it? I notice that you pay more for foreign copper and more for 
domestic copper than the ceiling price. 

Mr. Watsu. The ceiling price of foreign copper was 36 cents. 
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Senator Matone. That is right, the ceiling price was 36 cents. It 
was not 3614, was it ? 

Mr. Watsu. I think if you added freight it would be 3614 cents. 

Senator Manone. 36% cents for foreign copper al d 241 5 cents for 
American copper. Was that based on the difference in the wane 
standard of living, or something ? 

Mr. WALSH. | have no idea how they arrived at those prices. 

Senator MALONE. It might have been just turned around, based ol 
the wage and standard of living here and abroad, but they made a 
slight error and paid it to the lower-wage countries, is that right? 

Mr. WALSH. That is the way it worked out, sir 

Senator Matonr. Do you agree with that method of paying 10 
cents more a pound for copper produced with $2 wages than copper 
produced by $15-a-day wages ¢ 

Mr. WALSH. No, sir, I do not agree with it. 

Senator Martone. But the Office of Price Administration was re- 
sponsible for the 361% cents foreign price for copper ? 

Mr. Watsu. For fixing that price, yes, sir. 

Senator Matonr. Who was the head of that ? 

Mr. WALSH. Mr. DiSalle. He was in and out two or three times. 
Whether he was there when that price was set, or not, I do not know. 

Senator Matonr. Who was the other head that might have been 
responsible for this computation ? 

Mr. Watsu. I am sorry. I do not recall who was in there during 
the time he was out. 

Senator Martone. What are Mr. DiSalle’s initials? 

Mr. Watsu. I think Mike DiSalle. 

Mr. Greene. As Mr. Walsh said, they were in and out. There was 
Mr. DiSalle, and after him Eric Johnston for a short time. 

Mr. Gumpeu. He was in the Office of Economic Stabilization. 

Mr. Greene. Then it was Ellis Arnall, the former Governor of 
Georgia. 

Senator Martone. I might ask you at this point with respect to these 
two contracts, was any money advanced ¢ 

Mr. Watsu. No, sir; no funds have been advanced. 

Senator Martone. And none intended to be advanced. 

Mr. Watsn. That is correct. 

Senator MALONE. And you pay for the copper as it is delivered ? 

Mr. Watsu. As it is delivered. 

Senator Matonr. And if it is not delivered, you do not pay? 

Mr. Watsu. That is correct. 

Senator Martone. Is there any guaranty of delivery ? 

Mr. Watsu. No, sir; no written guaranties. They are delivering. 
They are on schedule. 

Senator MALone. Suppose the market price should by chance go 
above the contract price; what provision is there in that event ¢ 

Mr. Watsu. They would be required to deliver at the prices in the 
contract. In the event they failed to deliver, then we could go into 
the market and buy against their account. It would require legal 
action, but that action could be taken. 

Senator Matonr. So it is a little tighter contract than you had with 
the foreign copper companies where there was a latitude of several 
cents, and then no penalty for nondelivery. 


31 
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Mr. Watsn. I would have to read those contracts in order to be able 
to answer that. 
(The following letter was later received for the record :) 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington, D. C. November 16, 1958. 
Hon. GrorcE W. MALONE, 
Chairman, Minerals, Materials, and Fuels Economic Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

DEAR SENATOR MALONE: This is in reply to your request for a statement con- 
cerning the penalties for nondelivery under domestic and foreign contracts ex- 
ecuted by the Emergency Procurement Service and the Former Defense Ma- 
terials Procurement Agency. 

In the case of purchase contracts, as distinguished from contracts providing 
for the advance of funds for development and expansion, the action that may be 
taken on default is the usual contractual remedy of suit for damages. Where, 
however, advances have been made by the Government for expansion or de- 
velopment, provision is made in domestic contracts for security in the form 
of a lien or mortgage. In such cases, the Government may proceed against the 
security. In the case of foreign contracts, wherein advances have been made 
for development or expansion, security has not normally been required because 
of the difficulty of enforcement. 

The charts submitted to your committee on November 2, 1953, entitled “‘Na- 
tional Stockpile and Defense Production Act Contracts” contain specific infor- 
mation on individual contracts. You will note that in the charts entitled “Open 
Stockpile Contracts Under Public Law 520” and “Benefication and Conversion” 
there are two columns, “Default” and “Action Taken on Default.” The charts 
entitled “Domestic and Canadian Contracts” contain columns with such head- 
ings as “Type of Security for Government Financing,’ “Mortgaged Property 
or Other Security” and Footnotes at the end of those charts state what domestic 
contracts are in default and the remedies that are being or can be taken. Simi- 
lar information may be found in the charts entitled “Foreign Contracts.” 

I hope that this answers your inquiry. 

Very truly yours, 
A. J. WALSH, 
Commissioner. 


Senator Martone. As I understand it now, we are on the domestic 
situation. These companies guaranteed to deliver the amount of 
copper mentioned in their contract at the price stipulated in the con- 
tract, and if they failed to deliver you can go out into the market 
and buy the copper at whatever cost and charge it to their account. 

Mr. WatsuH. Yes, sir. 

Senator Matone. You can in your opinion take court action to en- 
force this event ? 

Mr. Watsu. Yes, sir. 

Senator Matone. And there is no money advanced ? 

Mr. Watsu. No money is advanced. 

Senator Martone. Go ahead. 

Mr. Watsu. International Minerals and Metals, date of contract 
is March 18, 1953. It calls for a total of 12 million pounds of cop- 
per, domestic production, 30 cents a pound. Delivery is to begin 
April of 1953 and be completed in September 1954. No money ad- 
vanced and none will be. 

Senator Matone. Does the same condition prevail that if they fail 
to deliver the copper, you can go into the market and buy it on their 
account ¢ 
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Mr. Wausu. Yes, sir. The American Metals Co., Ltd. contract 
dated April 1, 1953, calling for a minimum of 24 million pounds, a 
maximum of 80 million pounds, domestic production. The price 
30 cents per pound. Delivery schedule is July 1953 to be completed 
September 1954. We moneys ailtanced. aad the same cond ition ; ippl y 
astot he other contracts referred to. 

Senator Matone. Have you ever had a default in delivery ? 

Mr. WatsH. On copper, sir? 

Senator Mauone. Yes. 

Mr. WausH. No, sir. 

Senator MaLtong. So you have had no occasion to test your theory 
ot being ible to purch ise in the market aan t their account ¢ 

Mr. WatsH. Not on copper. 

Senator MALONE. Gi ahead. 

Mr. WatsuH. International Minerals and Metals Corp., date of con- 
tract March 80, 1953, 12 million pounds of domestic copper, price 50 
cents a pound, delivery schedule, July 1953 to be completed in sep 
te het 1954, No money advanced and none ¢ en 

Senator Matongr. The same conditions apply 

Mr. Watsu. The same coer app ly as to the others. 

Senator Manone. Go ahead. 


Mr. WatsH. Vermont Copper Co. , date of contract April 20, 1953. 
§ million pounds domesti c copper, price » o2 cents per poun dL sul ject 
{o increase or decrease on the basis of labor rates as published by the 
Bureau of Labor Statistics. The deli very schedule is June 1, 1! 953. to 


June 50, 1954. No advances involved, and the conditions are the Same 
as the other contracts, except insofar as this escalation is concerned. 

Those are the stockp le « opper contracts, 

Senator Martone. There are no other copper contracts W ith domestic 
companies ¢ 

Mr. WatsH. No, sir. 

Senator Matone. And none with any of these other organizations 
that you know of? 

Mr. Forp. I am not sure I understand you, Senator. Those are the 
contracts for the national stockpile. The contracts that I will describe 
to you are the contracts that were entered into under Public Law 774, 
which provide for Government use or resale. They may or may not i 
directed to the stockpile. As a matter of fact, under the floor pri 
contracts, if the market for copper holds in excess of the floor price, 

the Government will not get any of that unless it exercises an option 
to buy it at the market price. 

Senator Maronr. To kee p the copper contracts together, will you 
proceed with your copper contracts ¢ ; 

Mr. Forp. Yes, sir. American Smelting & Refining Co. The mine 
is located in Arizona. The contract was dated November 28. 1951. 
The floor price is 24.5 cents per pound subject to escalation. Pro 
duction is at the rate of 18.000 tons per year. The contract covers 
the production of 88,500 tons of copper. The project was financed 
by private funds. Production is to begin November 28, 1953. The 
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term of the contract is for 514 years after the date production com 
mences., 

Senator Matonr. Were any Government emoluments offered this 
company for their production ¢ 

Mr. Forp. No advances were made. Thev were oranted a certificate 
of necessity for accelerated tax amortization in the amount of 85 
percent. 

Senator Martone. Over what per wi 

Mr. Forn. That would apply over a 5-year period. 

Senator Matonr. Tell us for the henefit of the record just what 
that means—the tax amortization of 85 percent. 

Mr. Forp. The cost of that expansion as I recall it was somewhere 
in the neighborhood of $25 million; 85 percent of that $25 million, 
which would be around $21 million, could be amortized for tax pur 
poses over a period of 5 years from the date production commenced. 

Senator Maronr. Is that done before taxes are paid? 

Mr. Forp. Yes; that is the basis on which the taxable income is 
determined. 

Senator Martone. In other words, there would be no income tax to 
this company until 85 percent of the $25 million was amortized ? 

Mr. Forp. Not necessarily. It would all depend on what their earn- 
ings would be. They would be entitled to credit against their gross 
income one-fifth of the $21 million in each of the years, and if thei ur 
earnings exceeded that, the excess would be taxable. 

Senator Manone. But in this particular case in 5 years, $21 million, 
that will be approximately $414 million per. Unless their earnings 
exceeded $414 million a year, they would pay no taxes. 

Mr. Forp. That is correct. 

Senator Matonr. Now, in the case of your foreign contracts where 
they pay no American taxes, such an amortization period is not 
necessary, that is, for example, in the African contract. 

Mr. Forp. I am not familiar with the background of the African 
contract, sir. I did not negotiate that. 

Senator Martone. They are only responsible to their local people 
for taxes, and not to the United States Government. 

Mr. Forp. That is my understanding. 

Senator Matonr. And no taxes are paid on that production in the 
United States. 

Mr. Forp. As far as I know, except such income as might come to 
American holders of their shares. 

Senator Martone. Through the importation and sale here of such 
ss mang ; : 

Mr. Gumpev. No. He is talking about stock in foreign companies 
owned by citizens of the United States who receive div ide nds from the 
foreign companies and pay income tax on the dividends. 

Senator Martone. But the stock that is held by the English com- 
panies or by any foreigner or foreign company or foreign nation 
would not be taxable 

Mr. Forp. That is right. 

Senator Martone. I note it is for 2414 cents per pound with an 
escalator clause. What does the escalator clause apply to? 

Mr. Forp. The direct operating costs were broken down between 
mining labor, smelting and refining labor, and other costs, which con- 
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sisted of supplies, freight, and power. The mining labor cost escalates 
upward or downward on the percentage of change from the base month 
of April 1951 on the basis of the index of average hourly earnings 
designated “Mining, metal, copper,” as published by the Bureau of 
Labor Statistics. The smelting and refining labor e calates similarly 
on the index for manufacturing, primary metal industry, primary 
smelting and refining of copper and lead and zinc, and the other costs 
escalate on the index desigated “All commodities except farm products 
and foods.” 

Senator Matonr. Who decided 241% cents per pound was to be the 
rice? Was that decided because it was the price set by the Office of 
Price Administration ? 

Mr. Forp. No, sir, that was established by mutual agreement. between 
the representatives of the company and the Government representa- 
tives. 

senator M ALONE. You do, then, follow the policy of making indi 
vidual agreements with each copper producer on the matter of a 
negotiated price ’ 

Mr. Forp. Yes, sir. 

Senator Matonr. What is your organization ? 

Mr. Forp. It was Defense Materials Procurement Agency at the 
time of this contract. However, it has now been merged into General 
Services Administration. 

Senator Matone. What kind of an organization did you have set 
up to determine the proper price and to pay each one of these 
companies ? 

Mr. Forp. The proposals from the company as originally received 
were examined, and reviewed in a division known as the Domestic 
Expansion Division, which was a technical group of engineers, met- 
allurgists, and geologists. 

Senator Matonr. Who headed up that group ¢ 

Mr. Forp. It was headed by Mr. Tom Lyon, during most of the 
time. 

Senator Martone. And this group undertook from Washington to 
determine a proper price to pay a metal company, a copper company 
in this case, 2414 cents per pound, as being a fair price, representing 
a fair profit to this company. That was your objective, and that is 
what they did. 

Mr. Forp. The Expansion Division reviewed their estimated costs 
of operation and their estimated capital investment, and got into 
agreement with their technical departments, and then turned the case 
over to the Contract Negotiations Division, which in conjunction with 
the accounting people and the representatives of the General Counsel, 
negotiated the contract. 

Senator Matonr. The Domestic Expansion Division, made up of 
engineers and economists, did they make an examination on the 
ground and do any checking as to the efficiency of the operations in 
each case ? 

Mr. Forp. Senator, there were no operations for them to check. 
In most cases these were new projects. There would be no way to 
determine the efficiency other than by other operations which had 
been conducted by these companies, which for the most part are well 
known and experienced. 
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Senator Martone. In other words, you took the companies’ figures? 

Mr. Forp. They were reviewed to determine whether they were 
reasonable and soundly engineered, yes, sir. 

Senator Martone. And you made a permanent contract, that is, 
over a certain period of years. The change in the price depends only 
upon the change in the price of labor and materials, but with no fur 
ther check on the efficiency of the operations? 

Mr. For. I would say that is correct ; yes sir. 

Senator Matonr. Did you ever know of an estimate of a mining 
property starting from scratch that ever came out exactly as engineers 
or economists estimated ? 

Mr. Forp. Sometimes they run over and sometimes they run under. 
On a large project of this sort, I imagine that where you lost at one 
point you would hope to gain at another. The estimates were agreed 
to by the technical people of the company and the technical people 
who were available to us as being the best figure that could be ob 
tained at the time. 

Senator Martone. I was trying to ascertain from you why you have 
an escalator clause on known factors, and why you did not have an 
escalator clause on the operation cost that could be ascertained after 
they were in oper ition. 

Mr. Forp. The escalator clause applies to all of the components 
which are subject to variation. In other words, had we agreed to 
substitute for these estimates the actual production cost experienced 
by the companies, we would have gotten into a cost-plus contract, and 
the companies preferred to take their chances on the basis of these 
estimates with escalation, which they agreed to as being fair, rather 
than to take a possible limitation of profits which we would have had 
to ask for had we guaranteed them against loss. 

Senator Martone. I only take one exception to what you said, and 
that is the efficiency of your labor and the efficiency of the use of 
such materials. In other words, you can waste materials on a job, and 
you can get less or more work from the men on the job. 

Mr. Forp. That is correct. 

Senator Manone. You have no correction for that. You have no 
escalator clause or anything about what might happen after the work 
begins. That is why I am trying to get into the record that it is 
impossible to mine from Washington, because the very things that 
you do not take into consideration are oftentimes the things that affect 
the greatest variation in the cost. You do not take it into account 
at all. 

Mr. Forp. Sir. 

Senator Martone. You do not take it into account at all. In other 
words, the efficiency of an operation might result in that you might 
get half the production from a man that you should be getting a full 
di: iy from, and you would not know anything about it, and you might 
get, twice the efficiency from a man and you would not know anything 
about it. So you sit here in Washington and you think you have 
made a good contract, and from your standpoint you have, because 
you have never thought of these other factors at all. 

Mr. Gumpre.. The theory was this, that the effciency of the manage- 
ment was the risk they should take. This escalation was devised to 
protect them against risks that the *y had no control over, like inflation 
or deflation. 
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Senator Martone. In other words, the protection is not part icular ly 
for the Government. 

Mr. Gumse.. It would be in the case of a deflation of pric 

Mr. Forp. ‘The escalation applies down as well as up, Senator. 

Senator MALonr. But not in the efficiency of the operation. 

Mr. Gumpew. No. 

Senator Martone. Which is about 75 percent of the whole busine Ss. 

Mr. Forp. Senator, during the course of the negotiations that point 
was discussed. It w: as brought up by the companies. Several of 
them discussed that point at some length. I do not know this, but I 
think it is true, that in the preparation of the estimates that factor 
received some consideration. In any event, obtaining producti tion per 
unit is a problem of the company management. Obtaining efliciency 
out of any unit or any group of personnel is a problem for the com- 
pany management which the purchaser of its product or the people 
who lend it money could not possibly control. 

Senator Matone. I agree with you, especially if it is not mentioned, 
and you have no inspection. You see, you are m: ee a firm con tract 
and presuming to know that in a new operation just what the labor 
would be able to accomplish which by the nature of the operation is 
an impossible thing to do, except as an estimate. 

Mr. Forp. That is right. 

Senator Matone. So you have no control over it after that; after 
you have once agreed, you have no future control. 

Mr. Forp. That is right, we do not. Senator, if I might, I would 
like to allude to the fact that all of these contracts that were entered 
into during the latter part of 1951, and the early part of 1952, were 
against a background of severe demand, extreme demand, for the pro 
duction at a time whe an, AS has been brought out here. the shortage of 
the material was such that it was necessary to remove material from 
the national stockpile. 

Senator Martone. What was the price agreed upon for the African 
companies, the Roan Antelope Co., for example, for the African 
copper ? 

Mr. Forp. I do not know. 

Mr. Frepetz. The price is set up this way. So long as Her Majesty’s 
Government continues to purchase Northern Rhodesian copper, the 
price of copper delivered hereunder shall be the same as the United 
States dollar equivalent on, the date of such delivery of the average 
price paid by Her Majesty’s Government per long ton for deliveries 
in the United Kingdom . Northern Rhodesian copper of the same 
grade adjusted to an f. o. b. vessel African port basis during the 
caler idar quarter prec odten the quarter in which such deliveries are 
made and certified by the contractor as such average price. In the 
event Her Majesty’s Government discontinues purchasing such cop- 
per, the parties hereto shall consult together fom time to time to 
determine a method of pricing deliveries of copper hereunder, pro- 
vided that in the event of a failure to agree on price, the price to the 
United States Government shall be the average price of Northern 
Rhodesian copper of the same grade being obtained at the time of 
delivery by Northern Rhodesian producers for sales to purchasers in 
the United Kingdom. 

Senator Matonr. What are those prices? What have they been? 
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Mr. Frepevy. At that time the price was a controlled price, and it 
was ap oe mately the same as the United States controlled price. 

Senator Matonr. What was this 3614 cents per pound that has been 
mentioned several times here / 

Mr. Frepetx. That was the price that was paid in the United States 
for copper that was imported by indus na I believe. 

Senator Matonr. Was it paid by the Government here? 

Mr. Gumpet. No, 

Mr. Wausu. There were no Government purchases of foreign cop- 
per at those high prices. 

Senator Martone, What was the price that we were paying for 
copper? Did we not have testimony yesterday that 27 cents to 31 
cents or 52 cents was paid ¢ oe 

Mr. Watsu. That is the contracts that are now in effect with 
domestic and Canadian producers. 

Senator Martone. Is that the only outline that you have in your 
contract with these companies for a price that you are to pay for the 
copper from Africa ? 

Mr. Frepett. That is on this particular contract with this power 
company. 

Senator Martone. The Mutual Security Administration loaned them 
$21 million. 

Mr. Frepevi. Yes, sir. It was an Export-Import loan. 

Senator Matonr. You get copper from that operation to repay that 
loan ¢ 

Mr. Frepetu. Yes, sir. 

Senator Martone. At what price? Can you give us what this price 
would amount to? 

Mr. Frevevz. I do not know what the price would be at the time of 
delivery. 

Senator Martone. Are they delivering any now? 

Mr. Frepett. No. I do not believe deliveries have started under 
this yet. 

Senator Matonr. The way that sounds there, Her Majesty’s Gov- 
ernment could fix the price. 

Mr. Frepett. When they had price control at that time, it was. 

Senator Matone. If they start to purchase at a certain price, then 
we must pay that price. 

Mr. Warsu. They could fix it by manipulation, yes, sir, the way 
that is worded. 

Senator Matonr. What do you mean by manipulation? 

Mr. Wausn. As I understood the reading of that, this average price 
is based on what occurred in the quarter previously. Therefore, they 
could in a previous quarter go in and buy copper at a price in excess 
of the market. Therefore, that would establish the price for the fol- 
lowing quarter under this contract. 

Senator Matone. Any price they chose to pay. 

Mr. Watsn. That is right. 

Senator MALONE. And that is the market, whatever they pay. 

Mr. Wausu. The way that reads; yes, sir. 

Senator Matone. Do you think that is a good contract? Would 
you make it and sign it, Mr. Fredell ? 
~ Mr. Frepect. Yes. With the market having operated as it has 
operated in the past. 
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Senator MALONE. How has it operate d in the past ? 

Mr. Frevett. As I say, the prices have been practically the same as 
the New York market with a freight differential considered. 

Senator MaLone. Is not the State Department negotiating now w ith 
Chile ona pl ice even above the market ? 

Mr. Gumpeu. No, sir. 

Senator Matone. They are negotiating. 

Mr. Gumpe.. They are negotiating, but they are not considering a 
price over the market. 

senator MALONE. The market would be what ¢ 

Mr. GumbeL. Approximately 30 cents. 

Senator Martone. Under this situation here, would you anticipate 
vou would get any copper under 30 cents per pound ¢ 

Mr. Frevetn. If the price of copper falls generally, 5 

Senator Mavonr. But in your judgment is Mr. Wals 
correct that any time Her Majesty’s government sought to fix the price, 
they could fix it under that contract through purchases ¢ Is not the 
price out of your hands? 

Mr. Frepew.. I believe they could. 

Senator Martone. Then the price you are to pay is out of your 
hands; is it not? 

Mr. Frevet.. That is very true. 

The second part of this refers to the fact that if the Government 
discontinues the purchasing of copper, then the price shall be the 
average price of Northern Rhodesian copper of the same grade being 
obtained by delivery by Northern Rhodesian producers for sales to 
purchasers in the United Kingdom. That is to industry. 

Senator MALONE. What was that first st itement that you read al d 
passed over rather lightly? Read it again. 

Mr. Frepett. If the Government discontinues purchasing such 
copper. 

Senator Matonr. Yes. If the Government discontinues purchasing. 

Mr. FreDE LL. They have in fact done so. 

Senator Martone. But suppose they start again. This is rather a 
notorious thing, that Britain often, England particularly has an in 
terest in a company, but if they do not have an interest, they are smart 
manipulators of price. 

Then I would like to ask you this question again: Cannot the Gov- 
ernment of England under the contract that you signed with these 
companies manipulate the price that you are to pay through Govern- 


Ve 


h’s statement 


ment purchases ¢ 

Mr. Crosron. I believe they could under that contract, but it would 
also increase the price to their own consumers of copper, and I see no 
advantage in that to them. 

Senator Matonn. Mr. Croston, are you familiar with the fact—I 
will just mention one item—that in Canada they pay or did until a 
short time ago, I think they still do—a bonus of $7.50 an ounce for 
mining gold, and we pay them $35 for it ? 

Mr. Crosron. They pay a bonus of about $214. 

Senator Martone. I would eall it $7.50. f 

Mr. Crostron. I believe the bonus now is 70 or 80 cents. 

Senator Matonr. You mean it is not $7 now? it is 80 cents? 

Mr. Croston. It is about; that is right. 
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Senator Matone. But they keep it to the point where they can 
mine it and sell it tous ata profit. 

Mr. Crostron. The bonus in effect in Canada on gold, I believe, is 
due entirely, with the exception of some small gold mines that are 
on a W PU project, the price of gold is due entirely to the difference 
in price ieaonet nthe American dollar and the Canadian dollar. 

Senator Martone. The Canadian dollar was worth more than the 
American dollar? 

Mr. Crostron. Yes, for a time. 

Senator Martone. Are you familiar with that bonus of $7.50 that 
was paid for a time? 

Mr. Croston. Yes, on high-grade ore; not all companies. 

Senator Matonr. You are familiar with the fact that they paid a 
bonus so they could continue to sell it to us at $35 an ounce? 

Mr. Crosron. I am not certain they sold it to us at all. 

Senator Martone. I guess the record would show whether we made 
any purchases or not. I happen to know that we were buying gold and 
I happen to be the man that made the speech up in Toronto in 1948 
when they started to do that. I complimented them upon the fact 
that they had gumption enough to pay that bonus so they could get the 
S35 an ounce here. Nothing like that has a happened in the 
United States. But you know or if you know of a few instances of 
that nature, why would you doubt that a bonus might be paid on a 
certain relatively smal! amount of copper in England to fix the price 
for the large amount they might send here? Would you have any 
doubt that might be done? 

Mr. Crosron. I admit it is conceivable, I think it is entirely im- 
probable. 

Senator Martone. It is just like the point we make here, namely, 
that you could not divert the minerals that were being purchased 
through MSA and ECA. 

Mr. Crosron. I think that statement was correct. 

Senator Martone. To private industry. 

Mr. Crosron. We could not; only the President could. 

Senator Matong. Me, I am only a Senator. I do not distinguish 
between Government outfits. When I ask you ee stion, I think you 
know what you are talking about, and I do not intend for you to 
evade it 

Mr. Croston. I am not attempting to. 

Senator Matone. Technically you did, because you knew that could 
be diverted to private industry, but you said it could not. 

Mr. Crosron. I do not believe there was any desire on the part of 
anvbody to evade the question. 

Senator MALone. No w you are saying the same thing. You say 
it is possible, but you do not think England would do it. 

Mr. Crosron. I think it is highly improbable. That is my opinion, 
sir. 

Senator Martone. You are entitled to your opinion, and you leave 
it in the record. But you know you have been wrong in the diversion 
of material that was aimed for the stockpile. It was diverted to pri- 
vate industry. Yet I could have passed over this, and the committee 
would not have known it had, had it not been for Mr. Walsh. When 
I ask a question whether it is possible to do it, that is what I want to 
know for the benefit of the record and the committee. I am not ask- 
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g particularly for your opinion as to whether they are going to do 
it or not, unless I ask for it. 

Now, I will ask you again. It is possible for England to purchase 
a certain amount of this product at any price they see fit, and fix the 
market at which we will purchase the remainder of the material, is 
that right, under our Contract ? 

Mr. Frepeuy. I would not read it that way, Senator. 

Senator Matone. Read it again. 

Mr. Frepewt. It says here, “At the average price paid by Her Maj- 
esty Ss Governme nt per long ton for de liverie S of Northe Th Rhodesi: in 
copper of the same grade.” I would interpret it they would have to 
buy at that all of the Rhodesian copper, at the ¢ average price paid for 
that, would fix the price of this, not what they would pay from this 
particular company. 

Senator Martone. That is correct. But if they wanted to fix the 
price of copper of their Northern Rhodesian purchases, they could 
raise the price or fix the price through their pure hases that we will 
pay ame the contract that we have made with these four companies. 

Mr. Frepe.. That is correct. 

Senator Martone. That is all. In view of the fact that we have 
advanced the money, as the record shows, for them to purchase the 
zine and lead and break the market in the United States might have 
some indication of what could be done in connection with copper. We 
want the record to show what has been done, and what can be done 
under the contracts that are being made by this Nation under the Eco- 
nomic Cooperation Administration, Mutual Security Agency, and 
Foreign Operations Administration organizations. I think we have 
established it. 

I would feel better about it if you were to be the judge as to what 

England would pay for the copper. I do not think you would do it. 
The American taxpayers’ money, accordi ing to the actions of our Gov- 
ernment officials and foreign governments’ attitudes established over 
the last several years, is not very safe. 

Now I will ask you, Mr. Walsh, with the extended free trade on 
copper, with the small amount of tariff still on the books has been 
extended for another year, if it would not be possible for England to 
operate in the cop per industry exactly the same as they have been 
shown to operate 1n the zine -leas industry, and to dispos e of a large 
amount of copper in this market and break the market just the same 
as they did in the zinc-lead market. 

Mr. Watsu. That could be done; yes, sir. 

Senator Martone. In other words, we are wide open for such an 
operation. 

Mr. Watsu. Yes; that is right. 

Senator Matone. I will ask you, Mr. Walsh, if you know of any 
releases by the English Government on this market in August of this 
year. 

Mr. Watsn. I do not know for certain, sir. I have, however, read 
in the press that the price at which they were selling copper in England 
could be delivered in the Connecticut Valley in the United States at a 
price less than the United States price. But whether any has been 
moved or not, I do not know. 

Senator Martone. We are wide open for such an operation. 


Mr. Watsu. Yes. 
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Senator Martone. Proceed with your stateme nt, Mr. Ford. 

Mr. Forp. You had no further questions in regard to that first 
contract ¢ 

Senator Matonr. No. Go ahead. 

Mr. Forp. The next contract is the Anaconda Copper Mining Co., 
at Yerrington, Nev. The contract was dated November 10,1951. It 
provides for a floor price of 25.5 cents per pound, subject to 
escalation. 

Senator Matone. In the same manner as the other contracts. 

Mr. Wausnu. Yes, sir. 

Senator Maronr. The American Smelting & Refining Co. 

Mr. Forp. The principle is entirely the same, Senator, in all of 
these escalations. The clauses are uniform. The amounts of the 
VATIOUS « omponents are different. 

Senator Martone. Very well. 

Mr. Forp. The production is 32,000 tons per year. The Govern- 
ment’s total commitment purchase is 128,000 tons. They receive a 
certificate of necessity for 75 percent, 

Senator Matone, Over a 5-year period ? 

Mr. Forp. Yes, sir. Production was expected to begin on Novem- 
ber 10,1953. I can report that they are going to commence operations 
before that. They expect to start out there the week after next. The 
contract covers a period of 6 years. 

Senator Martone. There again the 75 percent amortization means 
that 75 percent of the $65.280,000-—— 

Mr. Forp. No, sir. 

Senator Martone. Explain that. 

Mr. Forp. The $65,280,000 cost in here—— 

Senator MaLone. Seventy-five percent of that amount. 

Mr. Forp. The cost refers to the amount of tonnage that the Gov- 
ernment is committed to purchase. 

Senator Matonr. What was the investment ? 

Mr. Forp. The investment was of the order of less than $25 million. 
I do not recall the exact figure. 

Senator Martone. Assuming $25 million; then 75 percent of $25 
million would be written off in a period of 5 years and deducted from 
taxes. 

Mr. Forp. That is right. 

Senator Martone. Go ahead. 

Mr. Gumpet. Not deducted from taxes. Deducted from income be- 
fore taxes. 

Senator Matone. That is correct, deducted from income before 
taxes. 

Mr. Foro. The Banner Mining Co. of New Mexico. They had a 
subsidy contract, which was entered into March 3, 1952, under which 
they were paid a subsidy of 6.33 cents over their ceiling price. That 
contract was terminated February 25, 1953, when the ceiling price for 
copper was removed. Under that contract, the Government was obli- 
gated to subsidize an annual production of 15,060 tons. It was a 
Y-year contract, but it was canceled before the 2 years had elapsed, 
because of the removal of price cont rols. 

Then on May 26, 1953, a new contract was entered into with Banner 
which was a direct purchase contract at a price of 31 cents per pound. 
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That contract is to maintain this high-cost ( producti | 
is the reason for the increased price. : 

Senator Martone. Thirty-one cents. 

Mr. orp Yes, sir. 

Senator Martone. And you refer to it as a high-cost mine? 

Mr. Forp. That is right. 

Senator Matoneg. I understood that some of the Canada contracts 
rul is high as 31 or 32 cents. 

Mr. Watsu. The British Metals run 30 cents 

Senator Martone. Did not one run 32.1 something ? 

Mr. Warsn. Vermont Copper in the United States runs 32 cents. 

Mr. orp. Thirty cents is the highest of any record of Ca 
Senator. 

Senator Matonr. Was copper from Chile and other places pur- 
chased for 36 cents in the United States? 

Mr. Frepe.txi. Industry bought it. 

Mr. WatsH. But not by the Government. 
Senator Martone. You would not call the Chile mines high-cost 

es, would you 4 
Mr. Gumpbe.. Very low cost Senator. 

Senator Martonr. Where do we get the 36 cents that the industry 
in the United States pavs for Chile coppel which you call low- st 
mines, and we pay 31 cents for Arizona copper and call it high cost? 

Mr. GumpBet. The Chilean Government buys that copper from the 
American conipal les that opel ite the mn es at 24 cents al | direct 
them to sell it in the market at 3614 cents, and the Government pockets 
the difference. 

Senator Matone. They pay our companies the ceiling price. 

Mr. Gumpet. I do not know whether it has any relation to the 
ceiling. They just picked a figure out of the air of 24 cents, and 
that is what they pay the companies. Then they acquire the copper 
and tell the companies to sell it on the world market at 36 or 3614. 

Senator Matone. Do the companies sell it or does the Government 
sell it? 

Mr. Gumee.. They sell it when they can. They have not been able 
to sell it, and that is why the accumulation of 100,000 tons. 

Senator Matone. But they did sell some to us at 36 cents. 

Mr. Gumpet. To American industry. 

Senator MALoNnrE. Is that the reason for the 36 cents ceiling so that 
the Government of Chile could receive the extra 1214 cents? 

Mr. Gumpet. I do not think that was the reason. The reason wa 
that industry needed copper very badly and was willing to pay it, 
and the Government dee led to let them vo ahead and buy it if they 
could not get along without it. 

Senator Matonr. Sort of blackmail. 

Mr. GumBe.. Yes, sir. 

Senator MALONE. Just a few months ago did we see a threat of 
Chile to sel] copper to Russi if 

Mr. Gumpeu. Yes, sir. 

Senator Martone. You are negotiating now for the purchase of 
Chilean copper at the market price ¢ 
Mr. Gumeet. That is right. 

Mr. WatusH. At the request of the Office of Defense Mobilization. 
Mr. Gumpse.t. Yes, sir. 


Ii} 
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Senator Maronr. But you consider any mine in the United States 
that needs 51 cents a pound to show a profit a high-cost mine. 

Mr. Forp. Sir? 

Senator Matone. You consider any mining operation in the United 
States under present conditions that needs to secure 31 cents a pound 
for its copper a high-cost operation ? 

Mr. Forp. I would consider any mine that needs a price in excess 
of the market price at a given time a high-cost operation. 

Senator Martone. And you refer to the market price as manipulated 
through the sale of foreign minerals in this country, just as we have 
shown in the last 2 day’s hearings? 

Mr. Forp. I consider the domestic prices, sir, in the absence of price 
control such as we had 

Senator Martone. In other words, you do not take into considera- 
tion that the domestic price is affected by the sale of low-cost-labor 
countries’ products in this market ? 

Mr. Forp. I do. I was going to say that I consider price in the 
domestic market as a result of supply and demand factors. 

Senator Martone. How can you conclude what the supply and de- 
mand factor might be as long as the duty that was supposed to make 
up at least a part of the difference between the wage standards and 
standards of living here and abroad has been suspended? I might 
further state that it has been established here that in the case of zinc 
and lead it has often been evaded although not suspended. How 
can you arrive at what the market price shall be in the United States 
with no evener in the form of a duty to make up that differential 
between the wage standard of living here and abroad. 

Mr. Forp. I did not understand that your question was addressed 
to that. 

Senator Marone. It is directed to you and your statement that 31 
cents for domestic copper is high-cost production under present con- 
ditions. Upon what was it based? You said it was based upon the 
market price. I inquired if you had considered the factor that the 
market price in the United States is affected by the manipulation 
of your stockpile purchases often re-selling without a tariff in com- 
petition with your American production? 

Mr. Forp. I still think that price is something that is controlled by 
pe and demand. 

Senator Maronr. From where? 

Mr. Forp. Regardless of where the supply comes from, if the mate- 
rial is coming into the market, it is going to have an effect on the 
market. 

Senator Matonr. That is correct. What you really mean is that 
when the market in the United States is affected and controlled or 
subject to such control from countries paying $2 wages in comparison 
with that established price, you consider 31 cents a pound to be ¢ 
high-cost operation. 

Mr. Forp. For the purpose of these contracts, yes. 

Senator Matone. I think you are correct. I think you have been 
doing that. In other words, it shows that we have spent more for 
foreign material than we have for domestic material through your 
organization—that is, through the two operations—and it also shows 
that you are paying the market price regardless of the cost or produc- 
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tion, that is, the American market price or above, regardless of where 
the material is produced. 

You conclude that an operation paying $15 a day or whatever it is 
for American labor, is a high-cost operation when you are paying 
within a cent or two of that price in lower-cost-labor countries. You 
continually refer to domestic produc tion as high-cost production if it 
goes up to the foreign production price. 

I want to find out and establish just how your mind operates in that 

regard. 

‘Mr. Forp. I can certainly try to give you that. 

Senator Martone. You have already. I do not think it is necessary 
to go further into it. It is clear. 

Mr. Forp. Very well. 

Senator Matone. It is very clear that you consider any price above 
a foreign price that you can secure it for a high-cost operation. Go 
ahead, 1f you have anything further to say about it. 

Mr. Forp. I have nothing to add, Senator. 

Senator Martone. You think that is about the way you are operating ? 

Mr. Forp. I think that for the purpose of maintaining this opera- 
tion that it is necessary for them to have higher than the present 
domestic market price. 

Senator Matone. ‘That is correct, and I agree with you. 

Mr. Forp. The justification for giving it to them is that their costs 
in comparison with an operation that can sell and stay in business at 
the present market price are higher. 

Senator Martone. That is not what you said first. You emphasized 
a high-cost producer. We are continually flooded with propaganda 
in this country, and a good de al of it coming from sources very close 
to your organization, or what it was be fore the transfer was made, 
that what you are trying to do is to give the consumer in this Nation 
the advantage of low-cost production so that every country in the 
world will produce what they can produce the cheapest. I think 
what has been established here beyond any doubt, with your Canadian 
contract and the contract that you have in Africa that can be manipu- 
lated by British interests, that the consumer in this country is not 
gaining the advantage over the low-cost-labor production. In other 
words, they are taking what the market will bear and you are giving 
that to them in contracts. 1 was not aware that the wages had been 

raised to $2 a day in Africa. When I was in Africa some of the wages 
were re to $1 a day and some to 50 cents a day for common labor. 
The profit of these companies going into these areas was in this sweat- 
shop labor. The profit is there, but it is not be ing enjoyed by the 
consumers in the United States of America. Would you conclude 
that is about right / 

Mr. Forp. I would say that is the effect of it. 

Senator Martone. You may go ahead. 

Mr. Forp. The Banner Mining Co. received an advance of $473,665 
which they are to repay at an agreed rate per pound of copper pro- 
duced with interest over the period of the contract. 

Senator Matone. Five percent interest / 

Mr. Forp. Five percent interest. 

Senator Matone. And this comes from the Export-Import Bank? 
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Mr. Forp. No, sir. The Export-Import Bank does not operate in 
the United States. This is a domestic contract. This was an ad- 
vance that was made by Defense Materials Procurement Agency. 

Senator Martone. Under General Services Administration. 

Mr. Forp. Now under General Services Administration. 

Senator Matonr. Could the Defense Materials Procurement Agency 
advance the money under their own cognizance ¢ 

Mr. Foro. They advanced the funds that were available to them 
under the authorization for the contract. It was an advance against 
future deliveries. The company also received a certificate of neces- 
sity for 75 percent. 

Senator Matonr. What was the amount of their investment ? 

Mr. Forp. ‘The amount of the company’s investment, I do not know. 

Senator Matonr. You do not know the amount of their investment 
on which they received the 75 percent amortization ? 

Mr. Forp. I think it was very little larger than this $473,000. They 
had a property already in existence out there and this was an advance 
for some expansion and rehabilitation. 

Senator Matonr. Were they in operation at the time? 

Mr. Forp. They had been in operation; yes, sir. 

Senator Martone. But were not at the time of the advance? 

Mr. Forp. They were an operating mining company, and I think 
they were either in operation or they ‘had shut down as a result of the 
cessation of the subsidy. I will be glad to supply the particulars 
of that. 

Senator Martone. All right. 

(This information was furnished but is not made a part of the 
record.) 

Senator Matonr. What do you mean by “the subsidies” 

Mr. Forp. This previous contract was terminated February 25, 
L953 

Senator Matone. For 31 cents. 

Mr. Forp. It was a subsidy of 6.53 cents. 

Senator Martone. Over the 2414 cents ¢ 

Mr. Forp. Over the 2414. 

Senator Martone. Then you would call Anaconda Mining Co. a 
subsidy of 1 cent ? 

Mr. Forv. The effect of it is the same, if you accept the definition 
of subsidy in the narrow sense that it was used in connection with 
these contracts, meaning a payment of cash to them without a cor- 
responding purchase of the production. 

Senator Martone. I understood you to say that as long as they were 
guaranteed 31 cents a pound, that ‘amounted to a subsidy of 614 cents, 
614 cents being the amount above the ceiling price of 241% cents. 

Mr. Forp. I am sorry. Let me clear that up. The subsidy that 
I referred to was the previous contract on the third line of that sheet, 
the one that was paid February 25, 1953 

Mr. Watsn. Senator, maybe I can help clear a little of that. 

Senator Matonr. Yes, I would like to have it. 

Mr. Watsu. When the domestic price of 2414 cents was established 
by the Office of Price Administration, they in turn authorized mines 
that could not operate within that price range to be paid a subsidy. 
Under such arrangement an agreement was made between the mine 
and the Government wherein that subsidy was paid for the copper 
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produced. The contract provided that when the price ceilings were 
removed the contract would terminate within 60 days. That is where 
that subsidy payment came in. 

Senator MALONE. An d the 31 cents was agreed to bet ween the su- 
reau and the Banner Mining Co. ? 

Mr. Watsu. Between the Office of Price Administration and the 

l Ing Company ; yes, SIr. 


Senator Martone. I mi oht ask you at this point who selected fro 
the applic ants the companies W ith which the contracts were Lo be 
made? Was that authority solely with the Bureau? 

Mr. Watsn. I will add to it as I can, if I can, but Mr. Ford had 
better answer that question. 

Mr. lorp. The availability of these subsidies was made known to 
industry and the various people W ho felt they were qualified for them 
and needed the subsidies made application. The selection of the 
companies who would get the contracts was made by Defense Mate- 
rials Procurement Agency on the basis of the met its of the individual 
contract. 

Senator MAtLone. Judged by the bureau ? 

Mr. Forp. Defense Materials Procurement Agency; yes, sir. 

Senator Marone. How many applications did you have approxi- 
mately ¢ 

Mr. Forp. I do not know how many we did have. There was a 
policy established that subsidy payments would not be made in excess 
ot 1014 cents per pound. 

Senator Matone. And that would be 1014 cents above the 2414-cent 
ceiling ¢ 

Mr. Forp. That is correct. 

Senator MALoNnE. So any company that needed more than 35 cents 

a pound was automatically eliminated. 

Mr. Forp. That is correct. 

Senator Martone. Did you eliminate any companies that could 
have operated on 35 cents per pound § 

Mr. Forp. Not to my knowledge at the 35-cent ficure. If they 
went above 35 cents, they were eliminated. I have a note of one here, 
the Yucea Mining & Smelting Co., Inc., in Arizona, that received a 
su bsidy of 10.28 cents per pound. 

Senator Martone. Above the 2414 cents. 

Mr. Forp. Yes, si 

Senator Martone. For how many tons? 

Mr. Forp. 2,600 tons. 

Senator Martone. For 3 years with no advance of money? 

Mr. Forp. It did not run that long because it was terminated Febru- 
ary 25,1953. The production was 875 tons per year. 

Senator Martone. Did they produce any copper? 

Mr. Forp. They produced some, I think. I may have it here. Sen- 
ator, the records we have here show that as of June 30, 1953, the 
Yucca Mining & Smelting Co. had delivered and was entitled to 
subsidy on 532,371 pounds of copper. 

Senator Martone. And now it is terminated and they are not 
producing for the Government at all at this time? 

Mr. Forp. They have no contract with the Government now. 

Senator Manone. All right. Pass on to Calumet Hecla Consoli- 
dated Copper Co. in Michigan. 
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Mr. Forp. There were four mines involved. The contract was 
entered into on January 8, 1952. A subsidy of 5.875 cents was granted 
on a total of 2,158 tons from one mine, 6.375 cents on 2.861 tons from 
another, 4.975 cents on 2,887 tons from another, and 5.075 cents on 
1,710 tons from a fourth mine. Those contracts were terminated 
February 25, 1953. 

Senator Martone. They have been terminated ? 

Mr. Forp. Yes, sir. Calumet Hecla on June 18, 1952, on their 
Osceola mine in Michigan received a floor price contract of 25.25 
cents, subject to escalation on a total of 53,000 tons of copper. The 
Osceola mine was a large mine which was abandoned a number of 
years ago and filled up with water. The project that was covered 
under this contract involves the dewatering of that mine and placing 
it back in production. They expect to produce copper from that be- 
ginning July 15, 1955. The contract will run for a period of approxi- 
mately 7 years. 

Senator Matonr. This is a firm contract throughout that 7-year 
period for 53,000 tons of copper at 25.25 cents with an escalator 
clause as previously described. 

Mr. Forp. Yes, sir. 

Senator Martone. Go ahead. 

Mr. Forp. The next domestic contract is the Copper Cities Mining 
Co. in Arizona. It was entered into September 24, 1951. They have 
a floor price of 23 cents, subject to escalation, covering 85,000 tons of 
copper to be produced at a rate of 20,200 tons per year. They re- 
ceived a $7,500,000 RFC loan. The company is to commerce pro- 
duction under this contract April 1, 1955. The contract runs for 
43, years after that date. 

Senator Martone. How is this money to be repaid? 

Mr. Forp. I am not familiar with the terms of that loan as to 
repayment. I believe that they are required to make a quarterly 
principal payment. 

Senator Matone. With interest? 

Mr. Forp. Yes. 

Senator Matone. How much? 

Mr. Forp. Five percent. 

Senator Martone. After they start production ? 

Mr. Forv. After they start production. 

Senator Matone. Is there any provision for collecting or deducting 
the payments from the money due them through the Government 
for the sale of copper? Do you pay them for the copper and then 
they pay the RFC? 

Mr. Forp. In the event they put copper through us we would pay 
them and they would pay the RFC. The contract does not take 
cognizance of the loan to the extent of the payments to be made. 

Copper Creek Consolidated Mining Co. in Arizona, with contract 
dated ial 17, 1958. It is a firm purchase and sale contract of 2,750 


tons of copper to be produced at the rate of 1,100 tons a year. ‘The 
price is 29 cents per pound. They, have received a certificate of 
necessity for 75 percent, the contract runs for 214 years with de- 
liveries commencing in December of 1953. 

Senator Martone. The next? 

Mr. Forp. The next is a subsidy contract with the Copper Range 
Co., which was made March 13, 1952. The property is located in 
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Michigan. It was terminated February 25, 1953; and provided for 
a subsidy of 9.175 cents per pound. The contract as written covered 
a total of 3,186 tons of copper. 

The Howe Sound Co., the contract was dated June 12, 1952, and 
terminated February 25, 1953. The subsidy was 4.7 cents per pound, 
and covered a total of 4,417 tons of copper. 

The Miami Copper Co. in Arizona, contract dated February 13, 
1953. It is a direct purchase contract at a price of 27.35 cents per 
pound, subject to escalation. The tonnage covered by the contract is 
115,000 tons to be produced at the rate of 15,300 tons per year. 
$3 million of private funds were invested, and the production is to 
commence January 1, 1955. The contract runs for a period of 7! 
years. 

The North Butte Mining Co. in Montana was terminated March 
27, 1953, after they had paid a loan in full. There was $60,000 
advanced ‘-— and the production was supposed to commence 
December 1, 1952. That was an operation that involved the leach- 
ing of some tailings. 

"The Phelps Dodge Corp. in Arizona, contract dated September 24, 

1951. A floor price of 22 cents a pound subject to escalation. The 
total tonnage covered by the contract is 112,500 tons to be produced 
at a rate of 38,250 tons per year. They rece ived a 75- percent certifi- 
cate of necessity. Production is to commence September 1, 1955, 
and the contract is to run for 4 years. 

The Red Cub Copper Co. in Oregon was a letter of intent which 
was to cover 50,000 tons of copper to ) be produced at the rate of 10,000 
tons a year. However, they were never able to establish that the 
copper was there, and to get the thing under way, so the letter of 
intent expired. 

The Sam Knight Mining Lease, Inc., in Arizona, involves a subsidy 
of 7.4 cents per pound. The contract was made March 14, 1952, and 
terminated February 25, 1953. 

Senator Martone. Did they deliver any copper? 

Mr. Forp. Yes, they delivered some copper. 

Senator Matonr. Why was it terminated ? 

Mr. Forp. It was terminated when the ceiling price was removed. 
They delivered 1,252,011 pounds of copper for which they were en- 
titled to a subsidy of $91,089. 

Senator Matone. I want to ask this one ‘question. Apparently 
you have followed the policy of canceling the subsidy contracts at the 
expiration of the ceiling price. 

Mr. Forp. That was provided in the contract for an automatic 
termination, Senator, and it was in accordance with the provisions 
of Public Law 774. 

Senator Martone. If they had elected to make another contract, 
would there be any reason why you could not pay the 7.4 cents above 
the 2414 cents, just as you have done on other long-term contracts? 

Mr. Forp. No, sir. 

Senator anes. But by mutual consent you canceled the contract ? 

Mr. Forp. No, it was not a matter of negotiation. 

Senator Matone. I understand. It was a part of the contract. 
I will ask the question a little differently. Did they apply for any 
renewal of the contract ? 
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Mr. Forp, That property passed into other hands. 

Senator Martone. Therefore, there was no request for renewal ? 

Mr. Forp. I believe that property is now under the Rivera Mines, 
which is not shown on this sheet and which we made a contract with 
about September 29. 

Senator Martone. Then it has been really renewed on the same 
property ¢ , 

Mr. Forp. Yes, sin 

Mr. WausH. Senator, may I say at this time that four companies 
that participated under this subsidy paymens have come in and ap- 
plied for reinstatement of their contracts? That authority has been 
granted. Two of the contracts have been entered into; two of them 
are in the process of being entered into. 

Senator Martone. Thank you. Go ahead. 

Mr. Forp. The White Pine Copper Co., in Michigan, a floor-price 
contract, February 26,1952. The floor pr ice is 25.5 cents per pound, 
subject to escalation, with a provision that if the $57,185,000 loan 
which the company obtained from RFC is liquidated, the floor price 
will be reduced to: 2414 cents per pound, The total tonnage under the 
contract 1s 245,750, to “be produced at the rate of 36,000 tons per year. 
They received certificates of necessity in the amount of 55 percent on 
part of the property, and 75 percent on the balance, and production is 
to commence February 20, 1955. 

I might add that they expect to get in production before that date. 

Senator Maronr. What is the name of this property? Is there a 
name besides the White Pine Copper Co. ? 

Mr. Forp. It is known as the White Pine mine. It is located about 
15 miles from the town of Ontonagon on the Upper Peninsula of 
Michigan. 

Senator Matone. Is there any provision for security for the loan 
other than the sale of copper providing they spent the money and 
ceased operations for any reason 

Mr. Forp. The RFC has a mortgage on everything. 

Senator Martone. And they can take over the mine and the machin- 
ery and the whole operation 

Mr. Forp. Yes, sir. 

Senator Martone. Is there any security beyond the mine and the 
machinery ¢ 

Mr. Forp. In that case there is an agreement which provides for 
the Copper Range Co., which is the parent company of White Pine, 
to put into the company the amount of $13 million over a period of 
several years. 

Senator Martone. Providing there is a failure in the operation 
otherwise ? 

Mr. Forp. No, there is no condition there. 

Senator Matone. This $13 million is in addition to the other ? 

Mr. Forv. They have to put thi at into the subsidiary company. 

Senator Martone. In other words, it is supposed to be about a $70 
million expenditure before they can operate ‘ 

Mr. Forp. No. The fixed investment will not run substantially 
beyond the $57 million as far as we know. Most of it is for working 

capital. aa ee ee ; 

Senator Matonr. Then the $13 million is just additional working 
capital. 
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Mr. Forp. That is right, but they are requ red to put it in. 

Senator MALone. But beyond that $13 million, then, and the mine 
and the machinery there is no further security for the loan? 

Mr. Forp. Not that I know of. 

Senator Matone. Go ahead. 

Mr. Forp. We have already covered the Yucca Mining Co., and Bag- 
dad Copper Corp. in Arizona. The contract is dated October 16, 
1952, and provides a floor price of 24.5 cents per pound, subject Lo 
escalation on 119,000 tons of copper to be produced at the rate of 
15,000 tons per year. A certificate of necessity in the amount of 75 
percent was granted and production was expected to begin October 
15, 1954. 

This is additional production. The company was producing at 
the rate of 20 million pounds of « opper per year and this was designed 
to bring them up to 47 million. Additional tixed investment of about 
$14 million was required. The company has not been able to complete 
its plans for its arrangements for financing, and we have made several 
extensions of time under the contract in order to accomodate them. 

senator M ALONE, They are stil] in coo standing. 

Mr. Forp. The contract is still in effect. 

Senator Matonr. What is your judgment on the prospects? 

Mr. Forp. I am dubious. 

Senator MALONE. | notice you have included molybdenite. 

Mr. Forp. There is some produced in connection with the copper. 
If that is of interest to the committee, I will give you the particulars 
of it. The molybdenite is 3.760 tons produced at the rate of 470 tons 
per year. The contractor has the right to tender it to us at 60 
cents per pound. 

Senator Martone. Has there been any production ? 

Mr. orp. No. sir. They have not been able to increase their pro- 
duction. They have not been able to cet the new facilities complete. 

Senator Manone. If this molybdenite supposed to be produced from 
the same ore as the copper? 

Mr. Forp. Yes, sir. They always have produced molybdenite. 

Senator Martone. Go ahead. 

Mr. Forp. San Manuel Copper Corp. in Arizona. The contract is 
dated August 29, 1952, a floor price of 24 cents per pound subject to 
escalation. 

Senator Matone. That includes molybdenite in the same manner as 
the Bagdad Co.? 

Mr. Forp. That is correct. 

Senator Martone. And would be extracted in the same operation, 
or do you know? 

Mr. Forp. It is in the same ore, and they 

Senator Martone. It is the same operation. 

Mr. Forp. 347,500 tons of copper, 15,330 tons of molybdenite. The 
copper will be produced at the rate of 66,000 tons a year, and moly- 
blenite 2,920. They have a $94 million loan from RFC, and a cer- 
tificate of necessity for 75 percent. Production will begin March 1, 
1957, and the contract runs for 514 years. 

Senator Martone. Following 1957. 

Mr. Forp. Yes, sir. 

Senator Martone. What amount of investment does this 75 percent 
tax amortization apply to? 


et it out in milling. 


or 
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Mr. Forp. I beg your pardon ? 

Senator Matonge. What amount of investment does the 75 percent 
tax amortization writeoff apply to? 

Mr. Forp. It applies to the entire capital investment down there, 
which will be they expect of the order of $100 million by the time they 
get through with it. 

Senator Matonr. Is it a new operation? 

Mr. Forp. It is a new operation. 

Senator Matone. Has the $94 million been advanced by the RFC at 
this time ? 

Mr. Forp. It is being disbursed. 

Senator Martone. And $100 million is the total investment. You 
guarantee them a 24 cents per pound price over the 514 year period 
beyond March 1957. 

Mr. Forp. Yes, sir. 

Senator Martone. Who are these people behind the San Manuel 
Copper Corp. ? 

Mr. Forp. It is a subsidiary of the Magma Copper Co. 

Senator Matonr. Where are their headquarters ? 

Mr. Forp. Their offices are in New York. 

Senator Martone. Where are some of their operations elsewhere ? 

Mr. Forp. They have a mine they are operating in Arizona. I do 
not know the county that it is in. 

Senator Matonr. What is the name of it ? 

Mr. Forp. The Magma mine. 

Senator Martone. It isthe Magma mine in Arizona. 

Mr. Forp. Yes, sir. 

Senator Matone. You do not know the address in Arizona or the 
town? 

Mr. Oroston. Superior, Ariz. 

Senator Manone. That is correct. I remember it. They have 
headquarters in New York City. 

Mr. Forp. Yes, sir. 

Senator Martone. What is that headquarters? Is it 14 Wall Street? 

Mr. Forp. I think it is. 

Senator Matonr. Who is the president of the Magma Corp. ? 

Mr. Forp. Mr. McNab. 

Senator Martone. Do you know his initials? 

Mr. Forp. A. J. 

Senator Matonr. This is a separate operation from the Magma 
Corp.’s regular operations, I suppose. It is separate entirely ¢ 

Mr. Forpv. Yes. I understand they are separated some 40 or 50 
miles. 

Senator Manone. It is a subsidiary company. 

Mr. Forp. Yes, sir. 

Senator Matone. And this is a new operation; is it not? 

Mr. Forp. Yes, sir. 

Senator Martone. Completely new. 

Mr. Forp. Yes, sir. 

Senator Martone. How is the RFC loan secured ? 

Mr. Forp. They have a mortgage on the entire San Manuel opera- 
tion. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 493 


Senator Matone. The property upon which the equipment is being 
l] emg 

Mr. Forp. Yes, sit 

Senator Matone. And of course the equipment that is purchased 
with the moi ey. 

Mr. Forp. Yes, sir. 

Senator Matone. Is there any security back of that amount, that is 
to say, if the $94 million were expended, and only a part of the loan 
repaid, what would be the recourse ? 

Mr. Forpv. I am not familiar with the details of that security in 
strument, Senator. All I know is that they did get a first mortgage 
on everything that was down there in Arizona. What they got in 
addition, I do not know. 

Senator Matoneg. They have a mortgage on the San Manuel copper 
property. 

Mr. Forp. Yes, sir. 

Senator Matone. But you do not know if the Magma Corp. is behind 
the loan any further than that? 

Mr. Forp. I do not know. 

Senator Martone. Could you find out for us / 

Mr. Forp. I will try to. 

Senator Martone. Submit for the record, if you will, the officials 
of the San Manuel Copper Corp., its headquarters, and the type of 
mortgage, and what it includes as security for the $94 million RFC 
loan. 

Mr. Foro. We will get that for you on Monday. 

(This information was supp lied to the committee but not made a 
part of the record.) 

Senator MaLtone. Does that complete the domestic contracts ? 

Mr. Forp. No, sir. I have two more. The Copper Range Co. in 
Michigan, a contract dated August 12, 1953, to cover the direct pur 
chase at 32 cents a pound of 3,982 tons of copper to be produced at the 
rate of 1,593 tons per year. They were in production as of July 1, 
1953. The Rivera Mines Co. in Arizona, which is the same property 
that was covered under the subsidy contract with Yucca Mining & 
Smelting Co.—excuse me, it is Sam Knight—it is the same property 
as was included under the Sam Knight mining lease—the contract 
was dated September 29, 1953. It covered 1,500 tons of copper at 
32 cents per pound to be delivered at the rate of 600,000 tons per year, 
and the contract runs for 214 years from October 15, 1953. 

Senator Martone. That practically amounts to a renewal of the 
one canceled under the Sam Knight mining lease. 

Mr. Wausu. That is right. ‘Those are 2 of the 4 that have applied. 

Mr. Forp. That is the domestic group. 

Senator Martone. Does that conclude all of the copper properties 
with which you have contracts ? 

Mr. Forp. All of the domestic ones. 

Senator Martone. We have already covered the foreign ones. 

Mr. Forp. We covered the Canadian ones. 

Senator Martone. Did we cover all other foreign contracts ? 

Mr. Wausu. I am sure we did, sir. 

Mr. Forp. As far as I know, I have no knowledge of any that we 
have not. 
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Senator Martone. Off the record. 

( Discussion off the record. ) 

Senator MaLtoner. On the record. 

It is understood that a complete list of the contracts through ECA 
and MSA and the stockpile contracts will be furnished for the rec- 
ord, including the date that the contract was made, the location of the 
property through a specific address near the location, the main of- 
tices of the company or the company of which this company is a sub- 
sidiary, if it is a subsidiary, and the main address in any case, the 
price per pound or per unit, with a note of the escalator clause if it 
has one, with a full explanation of the price per unit and in the amount 
as shown on the list from which we have been working this morning, 
and any advances in cash and from what unit of Government, whether 
it is a subsidy or whether it is to be repaid, and if so, what security is 
furnished, tax amortization, leneth of time the contract is to run, and 
in general containing the information that has been brought out under 
cross-examination yesterday and today. 

(Partial list included at this point. Complete list furnished the 
committee but is not included in the record. ) 
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Go ahead, if vou have a further statement to make. 

Mr. Forp. Yes, sir. In connection with the Compania de Minera 
Hueheutenango contract, I said that the contract was dated August 29, 
and represented the fulfillment of what I thought to be a verbal com- 
mitment that had been made. I have since discovered that was not 
correct, and that as a matter of fact, a letter of intent was executed 
on February 5, 1952, which outlined all of the terms of the contract 
and the document dated August 29, 1952, was formalizing the letter 
of intent, which was something that we were required to do by the 
terms of the letter of intent anyhow. 

Senator Martone. Very well. 

Mr. Warsu. Senator, may I ask one question in connection with 
the data on the stockpile contracts? Would you want that informa- 
tion limited to metals and minerals, or would you want all contracts? 

Senator Martone. All contracts. 

Mr. Watsu. For example, in rubber we have given you today as 
one of the — the list of every company we have done business 
with. Should we repeat that? You requested that Thursday, and 
ve delivered it this morning. 

(Discussion off the record.) 

Senator Matonr. On the record again. We will revert to titanium 
metal. Who is responsible for the titanium contracts? 

Mr. Forp. I am, sir. 

Senator Matone. Will you outline the existing contracts and the 
status ¢ 

Mr. Forp. We have three of them. We have the Titanium Metals 
Corporation of America contract for a plant located at Henderson, 
Nev. The Titanium Metals Corporation of America is a jointly owned 
subsidiary of the National Lead Co. and the Allegheny Ludlum 
Steel Co. The contract was entered into on Julv 25, 1951. It pro- 
vides for the company to complete and operate a plant for the produc- 
tion of 3,600 tons of titanium metal sponge per year for a period of 
» vears. 

The Government, through Defense Materials Procurement Agency, 
advanced $15 million to the company to construct the plant. Let me 
correct that. They authorized an advance of $15 million. The com- 
pany was granted a certificate of necessity for 90 percent accelerated 
amortization, and they were required under the terms of the contrac t 
to be in production by May 1, 1952. They have not been able to reac! 
capacity production. 

Senator Martone. Did they start to produce on the date mentioned ? 

Mr. Forp. They got some production before that, Senator. They 
reported 25 tons of production during the last quarter of 1951 and 
60 tons during the first quarter of 1952. Their production per quarter 
has shown an increase, but it is not yet at the required rate, and it 
appears improbable that it will reac h that rate during this year. 

Senator Matonr. What is the rate of production at the present 
time? What was it in the third quarter? 

Mr. Forp. I understand that they reached 275 tons in the third 
quarter. I do not have the figures on the third quarter available. 

Senator Matonr. What will be the production per quarter when 
they reach their requirements? 

Mr. Forp. 900 tons. 
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Senator Martone. Then it is less than one third at the present time. 

Mr. Forp. Yes, sir. 

Senator Matonr. What do you anticipate that the fourth quarter 
will bring forth this year? 

Mr. Forp. I have pressed the company officials for that information, 
and they are unwilling to commit themselves until after November 1. 
The best information that I have been able to get was that they hoped 
to get 400 tons during the fourth quarter. 

Senator Matone. But they need to get 900 tons per quarter. 

Mr. Forp. That is correct. 

Senator Martone. Then they will have 40 or 45 percent of their 
rated production during the fourth quarter. 

Mr. Forp. Somewhere in that area, although the officials of the 
company, as I said, have asked until November 1 to give a firm figure 
on what they will get. 

Senator Martone. What does your contract require there in the 
matter of repayment of the $15 million or such amounts as they may 
use? Did you say how much they had already drawn and expended 
in the plant? 

Mr. Forp. They have already drawn somewhere in the neighbor- 
hood of $ 13,500,000. 

Senator Martone. How is that to be repaid ? 

Mr. Forp. That is to be repaid at the rate of 47 cents for each and 
every pound of titanium sponge produced from the facilities. 

Senator Martone. This 275 tons for the third quarter and the an- 
ticipated 400 tons for the fourth quarter of this year is sponge that 
passed the Government tests and requirements and has been accepted 
as a part of the contract ? 

Mr. Forp. The requirements on that are that any sponge which is 
offered to the Government, that is, through GSA, shall meet the 
standard Government requirements as to chemical analysis and phys- 
ical qualities. 

Senator Martone. What is that test? What are the specifications 
that the production is to meet? 

Mr. Forp. There are a long list of them. 

Senator Matone. I do not want to make the record too complicated, 
because we are not going into the technical end of it too far, but 
could you state briefly ? 

Mr. Forp. Briefly, it is 99.5 percent pure titanium. Other elements, 
such as iron, nitrogen, chlorine, magnesium, and carbon, have to be 
held within specified limits, and there has to be a hardness of less 
than 200 Brinnell. 

Senator Matonr. Perhaps we should add one specification to your 
list that you are going to submit. I think a list of these specifications 
should accompany your titanium contracts. 

Mr. Forp. You want the titanium specifications ? 

Senator Matong. Not a long explanation but just a table. 

Mr. Forp. Yes, sir. 

Senator Matonr. In all of your other contracts, specifications of 
the material acceptable. Of course, if it is copper, it is copper content. 
If it is zine or lead, it is zine or lead content. You do get into some 
contracts, do you not, where you specify a certain percentage of 
concentrate ¢ 
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Mr. Forp. Yes, but in those cases, Senator, where the contract cov- 
ers, for instance, the 60 percent zine concentrate, the contractor is 
required to make arrangements with a smelter so that if any material 
is delivered to the Government according to the terms of the contract 
that it is in metallic form. 

Mr. GumpBet. Senator, in connection with the titanium specifica- 
tions, we got those from the military. We asked them what specifi- 
cations we should write in the contract and they gave them to us. 

Senator Matone. In all cases or in titanium ¢ 

Mr. Gumpex. In titanium, because we had no stockpile experience. 

Senator Martone. I think you should include a brief table of speci 
fications on titanium. I notice you have it there. I do not want a 
long explanation at all. You might refer to any brief that might go 
into any further detail. 

Let me ask you, is there any provision that the Titanium Corp. can 
sell this material elsewhere ? 

Mr. Forp. Yes, as a matter of fact, in all of the titanium contracts 
the objective was to establish a source of supply of titanium metal 
rather than to purchase titanium metal. I believe I am correct, Mr. 
Walsh, that there is no stockpile specification for titanium. 

Mr. Wausu. Nore quire ment, 

Mr. Forp. The national stockpile is not buying titanium. 

Senator Matone. Then can they sell this material any place they 
may desire, or can it be directed by the Government ? 

Mr. Forp. At the present time the demand of the armed services 
is such that they are getting it all. Ido not know whether it is being 

allocated by the De _partment of Commerce at present or not. 

Senator Matonr. You see we had a hearing in Henderson, Nev., and 
went into this matter rather thoroughly. I understood then it would 
soon be allocated, but that up to very recently they could sell it where- 
ever they wanted to sell it, and were selling it to their own Allegheny 
Ludlum Steel Corp. almost altogether who were rolling it, shaping 
it, and that a portion of the shapes at least were going to England. 

Mr. Forp. I have no knowledge of that, sir. 

Senator Matone. You have nothing in the contract that would re 
quire them to inform you the point of sale or destination ? 

Mr. Forp. We can call on them for part of the production. We can- 
not call on them for all of it. 

Senator Matong. That means you could not allocate all of it. You 
could only allocate the part that you could call on them for. 

Mr. Gumeset. Under this contract, Senator. But the Government 
has broad allocation powers. 

Senator Martone. Yes. 

Mr. Waxsu. Under the authority of the Defense Production Act, 
they could allocate all of it. 

Senator Matone. You would fall back beyond the contract on the 
Defense Production Act. 

Mr. Foro. That is right. 

Mr. Gumpet. Incidentally, up until recently we had to buy some of 
the titanium to keep the plant running. 

Mr. Watsn. The Government had to take the production from 
du Pont because they were unable to sell it. 
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Senator Matons. They were unable to sell that portion of it that 
measured up to specifications ¢ 

Mr. Watsu. Yes. 

Senator Matonr. That is a surprising statement to me because our 
testimony led us to believe that there was a demand for many times 
what you were manufacturing. 

Mr. Watsn. I think we can tell you if we have the figures how much 
we hold right now in stock of titanium. 

Senator Martone. I think it would be interesting for the record. 

Mr. Waxsu. I think it is a couple of hundred tons. 

Mr. Mepiey. $1,127,500. 

Mr. Watsn. That is at the ratio of $5 per pound. 

Mr. Forp. It is about 110 tons. 

Senator Martone. That the Government actually holds at this time? 

Mr. Meptey. As of June 30. 

Mr. Warsn. That is for resale to industry as the demand exists. It 
is generated by Du Pont being unable to have sales for it. Therefore, 
they turn it over to the Government. The Government holds it until 
there is need for it. 

Senator Matonr. Where are you holding this sponge? You are 
holding it in the form of sponge? 

Mr. Wausn. Yes, sir, and it is being stored right near the point of 
production. It is not moved. 

Senator Matonr. Have you purchased any of the Titanium Corp. 
sponge ? 

Mr. Watsu. No, sir. 

Senator Martone. Only from Du Pont? 

Mr. Watsu. That is right. The origin goes back to a couple of 
years ago. 

Senator Martone. Our information, for your information, at that 
hearing was that there would be a terrific demand for titanium if 
they dared to take the plans off the drafting board and start con- 
struction of certain equipment containing the amount of titanium 
that they really would like to use. 

Mr. Watsu. I have always understood that the reason they have 
not gone forward with the use is that they could not be assured of 
the supply. 

Senator Martone. That is the evidence we have. 

Mr. Watsn. Yes. 

Senator Matonr. Have you had any difficulty or have they had 
any difficulty in meeting the specifications? 

Mr. Forp. At Titanium Metals Corp., they have, sir. 

Senator Matonr. What amount of this material have they pro- 
duced, if you know, that did not meet the specifications ? 

Mr. Forn. I do not have that information available. 

Senator Martone. You could require that information, could you 
not ? 

Mr. Forn. I can get it. 

Senator Martone. I think it would be a good idea to get it and let 
us have it. 

Mr. Forn. Yes, sir. 

(The information is as follows:) 
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EMERGENCY PRoe eM SERVICE, 
ih } f {) f Ve mber Is ] , 
eply refer to: ED¢ 
(yPorRt W. MA N 
Chau Interior and Insul iffairs Comm ee 
yen Office I ling, Wasi on, D. ¢ 
DeaR SENATOR MALONE: On October 17, 1953, duri! the hearings before the 
iittee, this oflice was requested to supply information concerning titanium 
e produced by Titanium Metals Corp. of Amertk hich did not meet our 
ecificutions and was sold on the open market. 
n compliance with that request this office included in the last column of the 


report submitted to the committee, opposite the Titanium Metals Corp. of 


\merica case, a statement tha all itanium sponge offered to this agency, 


S127 pounds, had been rejected This represents all of the information on 
subject Which is available to this age cy 

The objective of this project was to establish a source of titanium metal 

production for industrial use, rather than for direct Government purchase. The 


terms of the contract are such that Titanium Metals Corp. is free to produce 


metal acceptable to industrial users but which may be erior to the specification 
required for metal to be tendered to the Govern ent No reports Dearing on 


s subject have been required or submitted 
Very truly yours, 
JOHN G. Forpb, Acting D ctor Mate ls Division 


Senator Martone. I believe we have most of that information but ] 
un not sure on that particular detail and I think it 1s very important. 
1 am not sure it 1s written in the contract or whether it is omitted, 
that any sponge produced that does not come up to contract specifica 
tions, however near the specifications, can be disposed of anywhere at 
ny time by the company even under the contract 

Mr. Forp. As far as the contract is cerned, Senator, that : 
orrect. 

Senator Mavone. It is not a part of your contract at all if it is not 
quite up to speci ‘ations. So you could not even require 1t to be de 


\ red to you. 
Mr. F orp. We wo ild hot accept it if it didn’t come up to Spe ifieca 


Ons. 


l 


Senator Martone. I think that is an admirable statement. But at 


he same time knowing specific iwions as ome ot you Go, it m 
only miss the specification a very, very small percent. 


Mr. Forp. In other words, It might still be a useful product without 


riyt 
il 


meeting specifications. 

Senator Matone. It might be a very useful product without meeting 
specifications. As a matter of fa t not indicating that it is de 
berate, it could be. Did you know that there was a certalhn amount 
oland ? 

Mr. Forp. No, I did not. 

Senator Mauonre. It was so test hed at the hearn ur, The amount 
we are to get later. ‘The witness did not have the amount because 
they had furnished to the Allegheny Ludlum Steel, and presum ibly 


l } 


after it had been rolled and shaped it Was the shapes or sheets that 


of it gomg to Eng 


were going to England. I think that may be good information for 
vou, too. 


Mr. h¢ RD. Senator, the Office ot Internat onal T) ide, who really 


control export licensing, it lay be advisable to take some action there 
to prevent that. 


39888—54—pt. 2— 


x) 
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Senator Martone. Do you know if the Titanium Corp. has been of- 
fered a further contract or have applied for a further contract ? 

Mr. Forp. The requirements in our requirements program for tita- 
nium are approximately twice the amount that we have under contract. 

Senator Martone. And you have three contracts now. 

Mr. Forp. Yes, siz 

Senator Martone. What do they total / 

Mr. Forp. Thirteen thousand tons. 

Senator Martone. And your requirements are approximately 26,000 
tons ¢ 

Mr. Forp. ‘Twenty-five thousand tons. We have been attempting to 
get the remainder of that requirement placed under contract. We dis- 
cussed with Titanium Metals Corp. a contract for 5,400 tons. 

Senator Matone. That would be approximately 15 tons a day? 

Mr. orp. lifteen tons per day. We agreed In negotiation to the 
terms of the contract. 

Senator Matonr. Are they substantially the same terms as in the 
present contract ‘ 

Mr. orp. Roughly they are equivalent. We «| ad not tendey the 
contract to them because of the ir difficulty with the present contract, 
and have told the officials of the company that we will be glad to dis- 
cuss the additional contract with them after they have ironed out their 
troubles on the present p lant if by that time we have Capac ity available. 

Senator Matonr. You have really offered them an additional 15 
tons per day if they can show they can produce it. 

Mr. Forp. We will require that they demonstrate they can produce 

t be fore they can have the contract. 

Senator Matone. The 15 tons additional per day ? 

Mr. orp. ) es, sir. 

Mr. Gumpe.t. Senator, as you probably know, all three of these con- 
tractors use the same process. 

Senator Matonr. That is the Kroll process ? 

Mr. Gumpeu. Yes, sir. There are a number of substantial com- 
panies that are working on other processes which may prove to be 
more satisfactory than the Kroll and some of those are pretty close 
to being ready to go ahead. If possible, we would not like to put all 
our eggs in one basket. 

Senator Martone. From the testimony we secured out there, | 
think you may have more egos than you now contemplate. It was 
testified by General Metzger of Wright Patterson Airfield, who ] 
understand is right in the middle of this business of plane testing and 
requirements, that you might easily have a demand for titanium if 
the manufacturer of such equipment could forget about the supply and 
simply go ahead and know that 100,000 to 150,000 tons would be avail 
able annually. 

Mr. Gumpen. Did he mention what that would cost? That would 
cost $3 billion to $4.5 billion. 

Senator Matonr. We are sending $20 billion to Europe for a 
tourist army that cannot even defend itself, if they pull the string 
on the fourth world war, I should think that would be a minor con- 
sideration. What we better start try ing to fioure is how we are roing 
to fight this fourth world war. We are getting ready to fight it 
like they fought mine in 1918. It was testified there that even the 
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present cost In a commercial plant would not be particularly a draw 
ba k. I think you have a tremendous respons b ty oul there. That 


the reason Ll wante | to bi ng it up. 
Mr. GumpBeL. We do try to develop the best possible process and 
n 1f these companies are pretty Good Oop ito ' You show who 


ey are. 


NIy (rUMBi Kennecott Copp: r. | no} Carbid & Carbon, Moi 
wit ( hemical, Di w ( oe | yea ke t \ Cr} PrOOU l paul Lhe Mol 





ui can get working on a problem of that sort the bett 

Senator Matone. I want to mention one other thing that we broug 
out there, and | am ol ly speak he tor il mel b of Live ommittee 
und f Member of the Senat« I hope yor men do know that in these 
hearings we are try Yr to he p you Whe vou let the con 

f it is made clear th these processes are under study, a | that any 
time a process might le. that would 1 obsolet« 
equ pment already D Vi e ] Vy ol ipport to 
ao What you have already done nd nv ike tL 4 ! clear ce that ny 
Oss On obsolete equipment ea) CO i roves t of the pro 


could be assumed by the Governm«: 
Mr. orp. That is covered in our co} 
Senator Martone. I think you should vel | very clear! 
Mr. GuMBEL. 7] ; 
Senator Mal v1 I onlv me rae iu 1 tl a ery 
unt 
Mr. GumpBen. We thought so. too 
Senator Martone. I am not expressing n yet or any ¢ 


ney cah come to 


} 1 1 1 
clusion, but. it seemed from the testimony that it might even be we 
to let some other companies aer the wire o { S DUSINess, DeECAUSe 
I 
. . ; “eit we 1 17] } 
of the fact that so much of it i eecied 17 the supply could be assured 


when needed. 

Mr. Gumpeu. Another thing we want to take into consideration is 
that we do not want to vet Into a jam like aluminum, where we have 
only three companies, and th y are not finance illy able to expand as 
I eeded., 


Senator Martone. I think that might be true. You are not crowd 


—_ 
how 
— 
~~ 
j 


they did not believe the mount thev are proa Ing commer ully 
was handi ipping the rresear Ri Wing betwe { » lines, I think 

Mr. Gumpew. I think so. too. We have had that in mind 

Senator Martone. Furthermore tli V ery clear ther 
that they are short of tech | ssistan pl ally D Luse they 
can pay only from $1,000 to $1,200 or $144 year under what 
the same technical : tants can secure fron vate industry. It 
seemed very cleai with a private ompal operating o1 Governme! 
money within ] mille aT l ( ho r the Bur of Mines 
they could take their technical hi » DY mply {fey Oo } n I 
money, and all coming out of t! same ~ ug Oo be ll 

4 I 

vestigated immediate , If ther no vy of raising ti salari 
or meeting the private industry salaries, it ould be taken up as 








506 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Mr. Gumpevt. We had in mind discussing that with Mr. Wormser 
and see if we cannot be of some assistance to him along those lines, 
because we have felt they could do more effective research than they 
are doing. 

Senator Matone. The committee intends to hear further testimony 
on titanium and the demand for titanium, and if you have any infor 
mation that would be helpful to the committee in this investigation, if 
might prove to be helpful to you. 

Speaking as one member of the committee, from what IT know 
about the military planes, they would like to have it, this might be 
one bottleneck we could whip. If we could, it would be a tremendous 
thing. So I Ww: anted you to underst;: und, sean as one mel mber ot 
the committee, that I waht to help you to do it. There has to be 
cooperation between Government lepartments a maybe the heads 
of such departments would have to take the bit in their teeth and go 
a little further than they ordinarily do, but I think you will have 
plenty of backing on the Senate floor and elsewhere 

Mr. Gumpet. Another thing that concerns us, Senator, when they 
tell us they want 25,000 tons of something that has never been pro 
duced before on a big scale, muy be the thing to do is to plan for more 
than 25,000 tons to be sure to get the 25.000 tons. 

Senator Matone. Y ou are welcome to review the test HWnoOny that we 
secured out there. 

Mr. Gumpewt. I would like to see it. 

Senator Matone. You might get in toueh with Mr. Adlerman and 
Mr. Holderer. It was an executive hearing, but very little is classified 
information, if any. As a matter of fact, 1 have almost run out of 
patience with the type of stuff that is classified. Everybody in the 
world knows it but the folks that ought to know it. 

Mr. Gumpert. That is right. If you could ever break that bottle 
neck, you would be doing a good job. 

Senator MALoNr. I am going to try. ] Say that because if the } peo- 
ple of this country knew what could be done with a perfected titanium 
metal, and with 150,000 tons of it a year as was testified to by General 
Metzger of Wright-Patterson Air Base, they might take a hand in it 
themselves. 

Now, would you briefly cover the du Pont contract ? 

These are good people. All these people that are interested, Tita- 
nium Corp. and Du Pont are good people. Anything that might be 
interpreted as criticism is not of the companies at all. It is a question 
ot trying to get the job done. 

Mr. Forp. The next contract is with the I. E. du Pont de Nemours 
Co, of Delaware. It covers 2,700 tons per year capacity of titanium 
sponge, which is in addition to their existing capacity of 900 tons a 
year which makes the design capacity of these two projects equal. 

Senator Martone. 3,600 tons per year or 10 tons per day. 

Mr. Forp. Yes, sir. The contract runs for a period of 5 years. An 
advance of $14,700,000 was authorized, They likewise received a 90 
percent certificate of necessity. The scheduled production date is 
February 1, 1955. They expect to beat that by about 10 months. 

Senator Martone. That is the scheduled time that we would be 
under full production is February 11, 1955. 

Mr. Foro. That is right. 
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Senator Manone. And they expect to be in full production nex 
wae’ 
Ir. Forp. About the middle of next yeal 
Senator Matonr. Yes, Julv or August. 


Mr. Forp. Yes, sir. 


Senator Martone. What are they producing at this time? 

Vr. ForD. They eure produ iw Trom their owl facilities about JOU 
tons per year of sponge. 

Senator Martone. But they have not increased the production at 
all so far ¢ 

Mr. orp. No, su Che additional facilities are still unde 
ruccion. That required the rearrangement of some of their own 

lities. ‘| ney are till e oaged in bu ic &” them. 

Senator Martone. ‘This 900 tons that they are producing, that meets 
our specifications, does 1t¢ 

Mr. Foro. I have been told that it does. Let me Say it this Way. 
| ive never heard any question of their meet ng specifications. 


Senator Matonr. Do you know wh 

Mr. Forp. I understand that they ship their sponge to Remeru, 
Republic Steel, and Mallory Sharon for melting. They do not do 
why meltit Y themselves. 

Senator MaLonr. They just make the sponge. 

Mr. Forp. Tl ey just make the sponge. 


Senator Martone. And these companies to which they ship it roll 


ere they are disposing of It £ 


it into sheets and shapes / 


Mr. Forp. That is correct. 

senator MALONE. You ao not anti Lpate that they will have any 
ciflic ult meeting specifications W ith their new capacity 4 

Mr. Forv. I do not think so. They have had more experience in 
commercial scale operat on. 

Senator M ALONE. Let me ask you, and this 1S vetting into somethn a 
about which there has been considerable argument and debate over a 
period of years. Is there any interchange of technical know-how 
or knowledge between these two companies / 

Mr. Forp. No, sir, not to my knowledge. 

Senator Matonr. Have you ever given it any thought as to how, as 
this goes on, maybe there will be other processes and other companies 
in the picture, the technical know-how and background of manufac 
turing, whatever process might finally be the best or most advanta 
geous, could be shared tem] orarily by enougn companies to get into 
hat the metal is actually needed without an 
ultimate hardship or loss to any company throug] 
ture they often are subject to in deve lop c the r process ¢ Have you 


given any thought to a method wl 


¢ 


production on a seale t 


1 
1 the huge expend 


tere a COInpPany can be protected in 
spending its millions of dollars that they often do in arriving at a 
perfected process which might be very valuable to produce the requ red 
amount beyond their own capacity, and not really usurp the intention 
of the patent law / 

Mr. Forp. That is a long-range theory, Senator. Of course, it ap 
pears from all that we can hear about it that if quantities of this ma 
terial can be made available, that there will be a demand for it as long 
as the supply is assured. In that manner all of them would benefit. 

As it stands now, the situation seems to be extremely competitive, 


and they are all spel di Oo t] eir n oney to try to develop more econom! 
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cal processes. They do not as far as I can learn exchange information 
with each other. I have seen no indication that they intend to at any 
early date. 

Senator Martone. Anything that the Bureau of Mines turns up of 
course is available to anybody. I understand that they are working 
and have been for some time on a continuous process as distinguished 
from a batch process. The testimony was not too encouraging as to 
any immediate practical continuous process, but they are working 
on it. Dr. Wortman, of the Bureau of Mines, seems to have been 
responsib le for perfecting the Kroll process, that is, bringing it out 
of the laboratory so they could go to ie He ap peared a sa witness 
very briefly before the committee in Henderson last aa. 

I believe with suse understanding that you will now furnish such a 
list as has already been described of your contracts, foreign and do 
mestic, in both categories, stoc kpile and through the ECA and MSA, 
that we have about reached the point that we can recess these hearings. 

I think in addition in both categories, you might mark the contracts 
where they either have been or are in substantial default, and what 
action you can take under your contract, and of course what action 
you have taken. 

Mr. Forp. All contracts? 

Senator Martone. Yes. I presume there would not be too many 
of them in default. We would like to know. Just designate by some 
mark when they are in default or have been and what action you have 
taken or what action you can take under your contract. In some of 
them you cannot take action, I presume from the testimony we have 
had in the last 2 day Ss. In other words, if “7 metal is te nde red, you 
pay for it and have it. If they do not tender it, yon have no recourse. 
That also : app shies to some of the companies W te you have actually 

vdvanced a subsidy. Is that clear? 

Mr. Gumeen. On the subsidy, they could not be in default, because 
as the y produc e the metal, they sell it at the market, and we vave them 
a check for the amount of the su bsidy. 

Senator Matonr. They do have a certain rate of production and we 
want to know. I think it would be very helpful to the committee, 
f they are in default on the rate of production. Maybe you have no 
recourse. If not, you can say so. If you do have a recourse, then we 
want to know what it is and what the status of it is. That would be 
just one additional piece of information. 

did have in mind reviewing the status of the stoc kpile. If you 
could, just submit the list with a note of the materials as of this date, 
or a8 near as you can determine it, where you have less than one-third 
of the stockpile requirements on hand. You have it on the compila- 
tion from one-third to two-thirds. Also, where there is two-thirds 
or more on hand, and also where the stockpile is complete. I notice 
you already have it broken down here, but bring that up to date. 

Mr. Wausn. Yes, sir. 

This information was supplied but not made a part of the record.) 

Senator Martone. We have covered pretty well in the contracts 
through cross-examination, I think that is the DMPA contracts, when 
they do not go into private industry and the it goes to the stockpile, but 
would it be too difficult for you to dete ‘rmine for us on these materials 
that you have sold where you suffered a loss, and where you made a 
profit on the materials ? 
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Mr. GuMmsBsEL. Overall ? 

Senator Matone. Yes. 

Mr. Gumpert. We can get that. 

Mr. Meptey. Mr. Chairman, that will require a considerable anal 
ysis. It can be done, but it will entail considerable work. We have 
in the reeord there which Mr. Gumbel has in his hand, and I believe 
the committee has also—the June 30 financial report of the Defense 
Materials Procurement Agency—if I could refer you, sir, to page 15 
which is a statement of income and expense for the Agency, you will 
see that we have departmentalized the operations into three main 
categories. 

Senator Martone. Is that a table? 

Mr. Mepiey. No, it isexhibit B, page 15. 

Senator Martone. Yes, I have it now. 

Mr. Mepiey. Showing rubber, metals and minerals, and machine 
tools. Now, there is a cumulative loss from inception to June 30 
on metals and minerals which has been the principal discussion of 
$46,269,224.85. It would require considerable analysis of the facts 
to break that loss down by the various commodities. 

Mr. Gumsev. I think what they want is the difference between what 
we paid for it and what we sold it for. You do not want an alloca- 
tion of overhead expenditures ? 

Senator Martone. I think not. 

Mr. Gumpew. This gives you the difference between the purchase 
and sale price. 

(Discussion off the record.) 

Mr. MEDLEY. On exhibit B-1, on page 14, we have a schedule of 
sales and the cost of sales out of the various minerals and metals. 
The last column shows for each commodity sales less the cost. That 
corresponds to the term of gross profit or gross loss in the commercial 
sense; it does not have the various overhead and expense items al 
located to the various commodities. 

Senator MALONE. Then, I believe if we could make this report of 
June 30, 1953, Defense Materials Procurement Agency annual report 
of financial condition and operations an exhibit, exhibit No. 6, 1 be- 
lieve that will give us the information we need. If we need any 
further information in that regard, we will get in touch with you. 

(This report contained in the appendix on page 008. ) 

( By direction of the chairman letter dated Dec. 30, 1953 is made a 
part of the record at this point. ) 

GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., December 30, 1953 
Hon. Grorce W. MALONE, 
Chairman, Interior and Insular Affairs Committee, 
Senate Office Building, Washington 25, D. C. 

Dear SENATOR MALONE: During the hearings held October 15, 16, and 17 there 
was made available to your subcommittee a compilation prepared by General 
Services Administration entitled “Report of Financial Condition and Operation” 
of the Defense Materials Procurement Agency as of July 31, 1953.” Exhibit B-1 
of the compilation is a schedule of sales and costs of sales of minerals and 
metals for the period December 29, 1950, through July 31, 1953. 

I wish to implement that schedule insofar as it pertains to tungsten. Sales of 
tungsten purchased foreign for the period July 1, 1951, through October 31, 1953, 
resulted in a gross loss of $7,209,390.97. Sales to industry accounts for only 
$1,622,338.81 of the gross loss. Sales to industry were made at the OPS ceiling 
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price Che balance f the los namely, $5,587,052.16 represents sales to the 
national stockpile Sales to the stockpile were made at the current market 
price at the time of delivery to the stockpile. 


I would appreciate this explanation being made a part of the record of the 


Very truly yours, 
A. J. WALSH, Commissione? 

(Discussion off the record.) 

Senator Martone. On the record. Then will vou give us that 
explanation ¢ 

Mr. Mepiry. The term “pune.” Mr. Chairman, is merely an ab 
breviation of the phrase “»robabl ultimate net cost.” This phrase | 
appeal section 304 (b) of the Defense Production Act. as amended. 
which provides in part, 1f I may read just one phrase of it: 


Pre led, furthe Phat hen any contract, agreement, loan or other transactiol 
heretofore or hereafter entered into pursuant to section 502 or 308 imposes a cor 

el iabilitv upon the United States, such liabilit shall be considered for 
the purposes of sections 3671 and 38732 of the Revised Statutes, as amended, as an 
ol ation only » tl extent of the probable ultimate net cost to the United 
ss te ne hn tra 1 


The section proy idles further that 


the President sh sub it a report to he ¢ ngress not less than once each 
quarter setting forth the gross amount of each such transactiol under this au 
thorit and the basis for determining the probable ultimate net cost to the 


United States thereunder 

If l might at this time, Mr. Chairmat ; call the ecommiuttee’s atten 
tion to the fact that the Office of Defense Mobilization does render to 
the Congress a quarterly report on the borrowing authority and table 


‘ 





7 of this report includes a brief explanation of the basis for estimating 
the probal le ultimate net cost on each contract and/or transaction. 
More specifically “pune” or probable ultimate net cost is nothing more 
than an estimate of the Government’s total expenditures relating to a 
transaction less the Government’s total receipts relating to the same 
transaction. 

Senator Martone. Are there any tables that you would like to sub- 
mit for the record or just this statement that you have prepared ¢ 

Mr. Meptey. I would submit the statement. 

Senator Matong. Then this statement will be admitted and made a 
part of the record at this point. 

(The statement is as follows :) 

‘1, rr ° hy : , hr “probal . 

he term “punc” is an abbreviation of the phrase “probable ultimate 
net cost” as used in section 304 (b) of the Defense Production Act, 
as amended. The pertinent section is as follows: 

(b) Any agency created under this section, and any department, agency, 
official, or corporation utilized pursuant to this section is authorized, subject to 
the approval of the President, to borrow from the Treasury of the United States, 

uch sums of money as may be necessary to carry out its functions under sections 
302 and 3038: Provided, That the amount borrowed under the provisions of this 
section by all such borrowers shall not exceed an aggregate of $2,100,000,000 
outstanding at one time: Provided further, That when any contract, agreement, 
loan, or other transaction heretofore or hereafter entered into pursuant to 
section 3802 or 808 imposes contingent liability upon the United States, such 
liability shall be considered for the purposes of sections 3679 and 3732 of the 
Revised Statutes, as amended, as an obligation only to the extent of the prob 
able ultimate net cost to the United States under such transaction; and the 
President shall submit a report to the Congress not less often than once each 
quarter setting forth the gross amount of each such transaction under this au 
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hority and the basis for determining the probable ultimate net cost to the 
United States thereunder * * 

The probable ultimate net cost to the United States under any trans 
ction is nothing more than an estimate of the Government’s total ex 
penditures relating to the transaction less the Government’s total re 
ceipts relating to the same transaction. In the majority of instances, 
i “transaction” will be an individual contract. 

Background. 

In order to understand what brought about this provision of the law 
certain background formation is essential. 


The original provision of this part of the law merely provided 
that 
the total amount borrowed under the provisions of this section * shall no 
exceed an aggregate of S600,000,000 outstanding at any one time 


ind was silent as to the a counting treatment to be given to the tran 
ction involved. Asa result, the first contracts made under authority 
of the Defense Production Act were recorded in accordance with the 
conventional Government accounting method on the basis of the max- 
Imum possible liability to the Government. To take an example, a 
contract for the purchase of 100 tons of copper at >490 per ton was 
obligated at $49,000 and no consideration was eviven to the proceeds 
to be realized from the sale of suc h copper. 

After appropriate consultation between lawyers and accountants of 
various branches of the Government, including the staff of the Ap 
propriations Committee, General Accounting Office, Bureau of the 
Budget, Defense Producti hh Administration and General Services 
Administration, it was determined that under the Defense Production 
(ct as originally enacted, total obligations computed on the basis of 
maximum liability to the Government should not be made in excess 
of the amount of borrowing authority authorized in the act. 

While it was felt that this was the only determination that could 
be made under the law, it was recognized generally that the financing 
and accounting for the contracts on the conventional Government 
basis would overstate the ultimate cost of the programs to the Gov- 
ernment and, at the same time, would unnecessarily restrict the scope 
of the program from the financing standpoint. 

The 1951 amendments to the Defense Production Act repaired this 
situation by an appropriate amendment to section 3504 b) and intro 
duced the “probable ultimate net cost” principle in recording and 
reporting these transactions. 

It is presumed that the Congress had in mind the nature of the 
Defense Production Act programs and how they differ from regular 
Government operations. Normally, the Government procures mate 
rials for its direct use and funds are appropriated for the full pur 
chase cost. Under the Defense Production Act programs, the mate 
rial is generally procured for ultimate resale to industry or to the 
national stockpile. In ease of resale to the sto kpile, the purchase 
price would be paid from stockpile appropriations and the borrow- 
ing authority account is reimbursed in the same 


go Way as a direct re 
sale to industry. Furthermore, under the commitment to purchase 
type of contract authorized by section 303, the Government may. buy 
less than the full amount of the commitment. Generally, the ultimate 
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net cost to the Government is substantially less than the total com 


mitments or the maximum possible liability under a given contract. 


STATUS OF FUNDS 


The revised basis of financing and accounting was introduced 
September 1951. The total contracts entered into on a revised basis 
cumulative to June 30, 1953, have been $6.468,.513,000 in gross trans 
actions, and 3614,144,000 1n probable ultimate net cost. 

The following table sets forth the commodities involving the great 
est amount of transactions and “pune” 

i. } 
Alu { $99 19 
( ‘ : ‘ « ' 
M ! 6, 247 | 
Ma 14 $8, SS | 
M { ( R9. 4 j 
N 2 IRR 192, 048 i 
Pu l 8 
All : 1, 669, 337 147,7 
6, 4 513 14 


ESTIMATES OF PROBABLE ULTIMATE NET Cost 


The estimates of “pune” are made by GSA, subject to review by the 
Oflice of Defense Mobilization and the Bureau of the Budget. 

The review by ODM is accomplished in two ways. First, before a 
given program 1s certified and approved by ODM, the probable ulti 
mate net cost is estimated by GSA and reviewed by ODM. Second, 
the quarterly report to Congress, pursu: int to section 304 of the act, 
includes the basis for estimating “punc” on each contract. In the 
course of preparing this report, ODM reviews the estimates of “pune.’ 

The Bureau of the Budget, through the process of considering an- 
nual apportionment of funds and the phasing of expenditures and 
receipts by fiscal years, examines the bases on which “punc” is 
estimated. 

This information is given in order to point up the fact that GSA 
action on ee “pun a subject to review within the executive 
branch, as well as by the Congress. 

“Punc” is stric ty a matter of judgment since it is the estimated dif- 
ference between the total expenditures and total receipts of contracts. 

Usually, the “punc” on a short-term contract can be estimated easily 
and accurately. The materials are delivered currently and resale fol- 
lows quickly. Asa result, future market conditions do not have to be 
estimated. 

Long-term contracts are another matter. The “punc” on these con- 
tracts will depend on the future course of market. prices which, in 
turn, depends upon supply and demand. On these contracts, a rule 
was developed for estimating “pune.” The rule takes into account 
(a) pre-Korea price, (2) ceiling price, (c) life of the contract and 
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(1) It was assumed that there would be no price declines below OPS 


¥ 1< } fs . 
eiling prices prior to June 30, 1954, and thereafter the average pric 
] ) | . : 1 . . . > ¢ og ‘ 
cline would be, over the remaining contract hfe, 25 percent of 
tference between the pre-Korea price and OPS ceiling. 


2) If the contract price was less than OPS ceiling, “pune” would 


e 25 percent of the difference between pre-Korea price and the con 


price for deliveries after J . 1954. If the contract pric 
Wiis excess of OPS ¢ ng, the 1 i amou oO! excess Was p! 
ed in “pun ’ in additio o Yo percent ol e dillerence betwe 
pre-Korea price and the OPS ceiling 
Phe purpose of the rule was to provide a reaso able and conservative 
ite of “*y This ru is applied on the standard materials 
opper, lead and zine. Different approaches were used on the 
ewer materials. Thus, because of the growing military, civilian, and 
kpile demand for aluminum, it was assumed that there would be 


rovisions of the contract 


| 
ind that there would be no “punc” on the aluminum expansion 
ontracts, 
On the material like titanium. where the Government made ad 


1 


ces for the construction of pla ts and where there 1s possibility 


iT technologl il obsolescence, the f | amount of the Government ad 
vance was considered as “pun " Thus the attempt was made to 
provide for “punc” on a realistic basis for each material and con 
deration was given to the spec ifie cil mista es of each material. 
A revised estimate of “pul e made whenever 1t appears that t] 
eXisting pre Vision IS Inada quate. The q irterly report to Congress 


required under section 304 (b) of the Defense Production Act fur- 
shes the occasion for a review of existing provisions for probable 
timate net cost on each transaction. 


t } 


Phis report sets forth in brief form the basis for the calculation 


1 


f “pune” on each transaction as required by section 304 (b) of the 
ct. By this report the Congress is informed of the many aspects of 
how the borrown g autho ity is utilized. 

Senator Matone. The hearings in the past 2 days—and I make this 
statement for the benefit of those of you who are respons ble fon 
carrying out this program of stockpile and purchases under ECA and 
MS A and in nowise intended as a criticism of personnel. I think if 
t! 
ness if not in the laws, in the coordination between the congressional 


acts and the power of administrative officials. The data submitted, 


t+ | 


ie testimony has established any one thing it has established a weak 


and the testimony shows a very serious deficiency in the stockpile. 
The stockpile intended to be completed in 1951, having begun in 
1946, even including the surplus inherited at that t 
inadequate now. 

One point that ought to be established, in the opinion of the chair 
man of the committee, beyond all question, is that the taxpayers of 
America do not profit through foreign importations from the low 


me, 1S woefully 


cost of sweatshop labor countries. They always sell for what the 
traffic will bear. If anyone has any different idea, I would be very 
happy to have it in the record at this point. 








514 STOCKPILING STRATEGI( AND CRITICAL MATERIALS 


The country has been sol ld for 20 years a bill of goods that the rea 
son we must have elimination of all duties, excises, and imposts, cus 
tomarily referred to as tariffs and mnports fees, Is because the con 
sumer will benefit. If there is any testimony that has been submitted 
for this record in the last 2 days through DMPA, the Defense Ma 
terials Procurement Agency, that purchases of materials through the 
money furnished through ECA and MSA, and through the Kmergency 
Procurement Services for the stockpile that indicates any such saving 
to the consumers, the chairman has oa detected it. 

Phere again if anyone else knows of any, I would be glad to have 


attention called to it. Mr. Gumbel, do you agree with the chairman? 
Mr. GumbBeu. Yes. 
Mr. WALSH. Kexcept this, IW. ‘| he material to the stor kpile only 
in a smal] case has heen moved Into the economy. ‘Il he rest is being 


held. ‘That is the only point. 

senator MALONE. | do not understand the point yet, Will Vou 
make it again ? 

Mr. Watsn. That the materials acquired for the stockpile with the 
exception of that small amount that was moved into the industry is 
being held as stock. 

Senator Martone. That is nota point on what the chairman is cover 
ne with his statement. We do have a certain stockpile, although 
entirely inadequate, but it is peteergs sed at the market price, and not 
at a reduced price that peop Mle have been led to believe in the United 
States that we were getting it from a low-cost-labor country. You 
agree with that state me nt: do you not ? 

Mr. WatsuH. Yes, si 

Senator MALone. * other words, there is absolutely no saving over 
purchases from Africa where the wages may have increased since the 
chairman was in Africa —but he visited every country in Afriea 
and he found the wages to be 40 cents to whatever they cared to pay 
perday. We pay them exactly the same, if not a little more, often, for 
materials mined in that area and produced in that area than we do to 
our own domestic producers. Is that a fair state ment, Mr. Walsh ? 

Mr. Wausnu. Prices have been paid that are higher than in some 
cases to our domestic produce rs; yes, sir. 

Senator Mantonr. You say that prices have been paid in the low 
wage countries even higher than in our own domestic purchases 

Mr. Wausn. In some cases, yes. 

Senator Martone. And there are no cases to which the chairman’s 
attention has been called where they paid less. Is that correct ? 

Mr. Warsn. That is a correct statement. There may be cases, but 
they have not been brought to your attention. 

Senator Martone. I would be very happy if they were to be brought 
to my attention, because this has been propaganda from the State 
Department, the Department of Commerce, and practically all de- 
partments of Government, until it has seared into the brains and 
minds of the people of this country, and it is not true. 

The effect of our purchases in the foreign sweatshop labor nations is 
that the foreign producer s establish a vested interest in the sweatshop 
labor since their om represents the difference between the low-wage 
production and the American market price. 
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SECON .( t tt io uy ‘ DMPA iA \ 
MsA ad othe ppre \ foreign pw 
ses A for the , ‘ |: 
reli ye &. \ lea t | ite 
ed alike f oug Ey \ ! ‘ 
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i ( 
I Vi some OT \ ( 3s DY tat ] ry 00 wel pel 
long time : l ) criticism of you personally | 
peen vstity ( evood Amel} ! tizel in operate 
| his job under t Govt ent and still face the taxpayer. | 
think all of you a e GOImnMe ell as far as 1 know. But there is 2 setup 
t to nake propel recon Hhaatiol to your superiors. Certal L\ 
we will try to do it through thi mmittee. | ll look forward to 
receiving the nformatio that as been described and requested 
If any of you are charge | with delivering that material to us. and vou 
re In any WIse clo is to Just what 1 required, get in touch with 
the staff or wit » and we will ritup. 
| I thank you very kindly. I am sorry we had to encroach on your 
Saturday. 
(Thereupon, at 2:50 p. m., the hearing was recessed to reconvene at 


10 a. m., December 22, 1953.) 





STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


TUESDAY, DECEMBER 22, 1953 


Unrrep STATES SENATE, 
SUBCOMMITTEE ON MINERALS, MATERIALS AND 
Furts Economics, oF THE COMMITTEE ON 
INTERIOR AND INSULAR AFFAIRS, 
Washinaton, D.C. 

Che subcommittee met, pursuant to recess, at 10 a. m., in the com 
mittee room, 224 Senate Office Building, Washington D. C., Senator 
George W. Malone, Nevada (chairman of the subcommitee) presiding. 

Present also: Jerome S. Adlerman, counsel to the subcommittee ; 
Thomas F. Flynn, Jr., subcommittee assistant counsel, and George B. 
Holderer, committee engineer; Richard G. Sinclair, subcommittee 
accountant. 

Senator Matonr. The committee will be in order. 

General Wedemeyer, we are mighty glad to have you here today. 
We invited you because we think—and ‘Tam speaking for the enti 
subcommittee and the Senate Committee on Interior and cli 
Affairs when I say that you are one of the outstanding generals of 
World War II, and you are not only one of the outstanding military 
men of the Nation, but one of its outstanding citizens, if I may say so. 

The Senate passed Resolution 143 before adjournment and in- 
structed the Committee on Interior and Insular Affairs or any duly 
authorized subcommittee thereof to make a full and complete investi- 
gation and study of the accessibility of critical raw materials to the 
U nited States during the time of war, and second, to study and recom- 
mend methods of encouraging developments to assure the availability 
of supplies of such critical raw materials adequate for the expanding 
economy and the security of the United States and to report its find 
ings at the earliest possib le date. The Mineral, Material and Fuels 
Economic Subcommittee was designated to make this investigation 
and report. 

General, we have had before this committee in the last 4 months 
some of the outstanding experts in their particular fields of produc- 
ing critical and strategic materials. For example, we have had 
people from the petroleum industry as well as some of the outstanding 
engineers and experts representing the titanium, uranium, lead, zinc, 
tungsten, and mercury fields. For example, testimony has been 
given that the new metal, titanium, that you and I have discussed, 
will without a doubt materially advance our aircraft construction 
techniques when it is available in sufficient quantity. In the con 
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structior of military ana ¢ mumercial planes tS Jightye will add to 
pay loads and its heat-resisting qualities and durability will permit 
vyreater peed ma hi ohe) altitudes. We have had the actual pro 
Gucers, the mining engineers and the people at rectly associated 
these part ular bu e : We have followed that procedure. 
You know as a general in the Army, and now in private business, 
that men spend their lives specializing in certain fields. From the 
x] sand observatio that IT have had in the engineering busi 
bye 0 it onl nieve cdiffien t\ becomil o prof lent may rotession. 
l ( mmeerlhe, law or some ¢ ther prote “1On, but Vou thay » «| it 
becoming expert ia one particulal field of thos profes 
0 sO Wwe } \¢ nvited vou to ft tify here be time | particularly 
wed Ve Yr cal anid | helieve vou to be one of the outstand 
: trategists in the world today 
( eral, if you would identify yourself for the record and do 
e modest it it, becau we would like to have your military 
eX] ence a i part of the record, voi nay proceed ih vour own way. 
You understand, too, that anything you say here will be in an im 
pro yptu al | ulic {] il Wil ( f hold he hearing fo. the very reasoh 
hea C! { ve wah 
\fter you have identified yourself, General, if you have any state 
ment to make, vou may make your statement in vour own way, or I] 
Will ask vou a Tew question Will Vou go ahead now, and identify 
rself for the purposes of the record. : 


STATEMENT OF LT. GEN. ALBERT C. WEDEMEYER, UNITED STATES 
ARMY (RETIRED) 


General WrepEMEYER. My name A. C. Wedemever. I am retired 
from the United States Army after 32 years of service. | oraduated 
from West Point in June 1919, and did not serve in World War I 

ismuch as I had entered West Point in 1916 and w not graduated 


| June 1919), 


\Miy military service included the following tours of duty: 5 years 
in the Philippines, 4 years in China, 1 year in India- Burma, and about 


3 years in Western Europe. 

My military education ineluded not only West Point. but the usual 
ervice schools, the Infantry School, Fort Benning, Ga., the Artillery 
School, Fort Sill, Okla., the General Staff School, Fort Leavenworth, 
Kans., and from the last-named institution I was sent to Germany in 
1936 as a student at the German War College for the 2 year course. 
from 1936 to 1938. After graduating I returned to the Infantry 
School at Fort Benning as an Instructor and then was detailed to 

e General Staff in the War Department, Washington, where I served 

the wai planning eroup. 

[ accompanied the Chief of Staff of the Army, General Marshall, to 

ie world conferences up to the time 1943 when I was sent to serve in 
the field I served a year in India as chief of staff to Admiral Lord 
Mountbatten, Allied commander, of the Southeast Asian 
und. 

When General Stillwell was relieved in September 1944, I was 
issigned to replace him as theater commander in China. I served in 


that capacity from 1944 toe 1946, when J returned to this country and 


Louis 
Comm 
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il teria rill \ feu 
‘ ~t . } Lilie \ l 
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e neht and get out So | mit t - oO 1 vene ui ques ( 
othe s bie N turally with it the evld er hat 1} 
ee has at its disposa snot ad {hi ut to 1 te rit ily ite 
Ss ad thie to cadeterl e I t | es of tra Pol ul ( 
eep ope) 1! var ie. espec illy how since the nvention ort ver’ 
rh dable weapons of ottense ana defense. and ony experts Such 
elt ca weloh their etfect, but what of these materials and fro 


What areas could in general they be mad avaliable to the ( ! 


State n case of an all-out world war IV. if we eall world wat 


} 
‘ 


the Korean unpleasantness. And as I have said before, when y« 


kill thirty-five or forty thousand boys and maim 150,000, if it is ne 


war, it will do until one comes along. So just referring to worl 


war IV and our strategy leading up to it, could you give us in gene 
what you believe we will have to do if and when that conflict cor 
and it is an all-out war 

General WEeDEMEYER. You want me to proceed now without pe 


questions ¢ 


t+ 
At t 


fi 


Senator Matone. Go right ahead. If any questions occur to us, we 
will ask them. 

General WepEMEYER. You can interject at any time. 

Senator MALont I appreciate t Ga We re lly appreciate hav og 
you here. It is not a matter of this committee subpenaing al yb x L\ 
| have talked to you before. We just look upon you as one OF ¢ ! 
idvisers, 

General Wrepemeyer. In the first instance. the words “strategy” an 
“tactics” are used a oreat deal. and unc ul tect] we will use those 
words in the course of our d ission here this morning. I would like 
therefore to give at least my own definition of “strategy” and “tactics 


So that everybody present W ill understand what I mean when lL use 
word “strategy” or “tactics” in the course of my testimony. 


89888—54—>pt. 2 34 


the 
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ategy is the art and science of emp yloying a nation’s resources to 
er none lis h that nation *s objective Ss. Those resources include political, 
economic, psyel hological, and milits ur'y forces 

Tactics involves the employment of purely military forces—in com 
bat. In tactics these military forces are maneuvered in order to gain 

vantage over or to destroy the enemy forces. Whenever I use the 
terms “tactics” or “strategy”, I will be using those terms to convey 
these meanings. 

I mentioned economic forces as one of the four forces used in strat 
gy. When making a plan for the security of a country, one must be 
ery careful to consider those four forces or resources that I mentioned. 
l hey must be employed as intelligently as possible, always with a view 
to conse rving li ves primarily, and secondly with a vie w to husbanding 
the nation’s resources. The « Ibject is to impose ones will upon the 
enemy as rapidly as possible in order to minimize losses both hnmean 
and material. 

Science has developed increasingly effective weapons. In World 
War I we had airplanes and submarines. But science has developed 
the destructiveness of these we 0st ich a degree as to render lines 
saunas ication—sea, land or air routes—highly vulnerable to inter 
ruption or ‘atemeniband disruption. There are certain strategic or 
critical raw materials that are considered essential to a war economy. 
Phe list of such n a petneeg is very long and I will not enumerate all of 
the items Most o f you are aware that the list includes raw rubber, 
rn ivbdenum, cobalt, manganese, oil. These are just a few of the items 
that are considered essential to a war economy. 

enator Matonr. The list we are investigating, General, includes a 
you mentioned 77 materia 

General WepeMeyer. Yes, titanium has been mentioned. There are 
other metals, nonferrous and others, that are very essential to a su 
cessful war economy. One might say that they are also important 
Vil tecrated pear etime economy 1n this country. While t! ey 
ire essential, they are not vital to this high 


1] 


gniv integrated economy, 

So in planning the defense of this country, a strategist must insure 

it the sources of required raw materials are protected, and also 
that appropriate facilities are establ shed and ma Lintained in operation 
<o that these facilities would be capable of rapid expansion to produce 

processed mate! als and the weapons nor ‘ employme nt in war. 

There are two important factors to a m ary strategist, “time and 
pace.” Both of these factors are being a ped or shrunk by science 
\ military leader strives to locate bases in close proximity to the 
enemy heart land in order to operate, more quickly and more effe 
tively against appropriate targets in the enemy homeland. But a 


trategist must take 11 to consideration the cost in manpower, the cost 

als to maintain bases in close proximity to that enemy heart 

d. ‘The cost In manpower and materials might be prohibitive in 

order to ma iin a base in Western Europe from which to direct 

operations against the Soviet Union if we were involved in war with 
try 

[ mentioned that the cost might be prohibitive. I state this becaus 

e lines of munications to bases in Western Europe, either watel 

r routes are vulnerable to interdiction or interception bv hostile 


Ani NS celal ‘1: ’ } i 1 . 
Ol anes | ehting Ships recently listed the number of oceal 
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going submarines that the Soviet Union has developed. I think the 
total estimated was between 350 to ain Soviet submarines could 
render it very costly and possibh Vp rohibitive to maintain sea lanes of 
communications to bases in Western iia or to bases in the Middle 
and Far East. Science m: iy deve lop a means of countering the mod 
ern submarine and again open the sealanes to shipping. Science may 
also develop a weapon to cope with air arms adas, in fact there may be 
n the future missiles that would render the skies untenable for air 
planes in a war of the future. Those are possibilities. But I am 
basing my statement, Senator, on the present situation, considering 
the weapons that are now known to be readily available, along with 
their capabilities 

In general, a strategist must consider these factors in planning for 
the military and economic security of this country. 

Senator Mavone. I think that.is:a very able outline, General. Then. 
for the purposes of the committee work, we come down to the applica- 
tion of those principles at any time an all-out war might start. In 
other words, the committee will have no original thoughts of its own 
as to what lines of transportation can be kept open except to judge 
from the evidence that we can get from men of your caliber. That 
is where we consider you so important. 

There have been plans laid over the years that have made us de- 
pendent upon some of these nations across one or both major oceans 
a make the lines of transportation very vulnerable. But there 

gain the expert testimony will have to prevail. 

“For ex: imple, we have covered every mineral and many materials 
that are of a critical nature. We are not through with that subject 
yet. We have the facts as to where we are now obtaining these ma 
terials for stockpile or for our crvilian use, and where we are pro 
ducing them in this Nation and in the Western Hemisphere. For 
example, testimony shows that we are receiving about half of our 
annual supply of manganese, from India. Testimony also shows that 
this matter of titanium, which is becoming and will become one of 
the most important metals in the world, in the humble opinion of the 
chairman, after most of the evidence is in on that important subject. 
We find ourselves dependent on India also for shipments of relatively 
large amounts of ilmenite. We also find we have more ilmenite than 
we could know what to do with in this country and Canada, if we 
bent our efforts toward developing it. Just with respect to those 
two commodities, the general question of what lines could be kept 
open is very important. 

Take India, in case of an all-out war; do you think we would be 
safe in depending on half of our manganese supply coming from 
India? 

General Wepemyer. I think it is unsound for a nation to depend 
upon sources of raw materials which are remote from that nation’s 
dynamo or industrial] potential or industrial setup. Again going back 
to an earlier premise that I tried to establish, namely that air and sea 
lines of communication can be successfully interdicted by airplanes 
and submarines, particularly is this true of sealanes. Specifically, the 
lines of communication to India, passing through restricted water 
areas or narrow passageways, would be highly vulnerable to submarine 
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ittacks, It would be difficult, and very costly in lives and materi 


Senator, to maintain a flow of supplies from India to this country. 
senatol MALONE. We had some te LIMON from General John: sO, 


of the itional defense organization. He is under Mr. Thomas, who 
sone of the chief deputies to Mr. Wilson, the Director of National] 
Defense. Hi ndicated that the ce wenn supply of raw material 
would come from the Western He: ‘Miisphere, L am very careful not 
yuote fh He said there we ould He wa pr blematl al or doubtful 
ipply tre hi areas across one Ol both major oceans. 

We have Lil esti ONY trom the engineers oft the Bi enu of M 
produce) Mr. Andrew Fletcher, who is president of the Ameri 
i titute of \l mn ana | Met illure eal Eno inet 3, Of which | ani a 
f er, stated that they believe—and what the committee’s decisio1 





eb they tucdly all this evidence 1 cannot Say at this time 

wu e could make the Western Hemisphere self-sufficient in every 
rwe need for an all-out war with any reasol able program of 3 o1 

r 5D years with the exception of industrial diamonds. One of the 
witnesses who is outstanding in that field testified you could cut your 
dustrial diamond use in half throu rh developments that will perform 


( ie work Many believe that industrial diamon ra ex are found 
certa parts of South America would be ample i we had to resort 
it field 

so, General, we are GIscussIng nN veneral whether the Western 
bi nispnere Can be set Pp Ohoa national defense basis. I nder oul 
policy Tor 2U years we became deper lent on shipments of tungsten 
from southern China and from Burma. We have two things that 

ive developed here, Even In peacetime when you become dependent 
on these foreign nations, you are subject to their export tg itions. 
I think that India stopped the shipment of monasite sands 1 pea 
time. The reason _ not clear, except that at that time we miners we 

iad to have them. We do not think so now to any great extent. 

The more information you can give us along the lines that you have 


just testified will be | elpful. Do you think that you could depend on 


uny supplies, referring to dependable supply that we obtain now in 
World War Il or III if an all-out war started, across either mayo 
ocean, the Atlantic or Pacific? Without going into detail, we could 
outline where we have become dependent for these materials across 
both major oceans but that general question might suflice. 

General Wepemeyer. | do not feel that our potential enemy, the 
Soviet Union and satellites, under the present situation could deny us 
wcce by sea or air to Western Kurope or the Middle-Far Kast. We 
ve counter means to operate effectively against the submarines men 
tioned earlier. We also have effective counter means to employ 
against Sov iet air attacks. It would seem appropriate to emphasize 
that I do not believe that war is imminent. I have in mind, Senator, 
trying to suggest what I visualize as the down-the-road or future 
objectives of this country in order to insure our military security and 
economic stability. 

To amplify a little, I would like to suggest that we in the United 
States develop our industrial complex or setup, first within the United 
States and secondly within the Western Hemisphere, then if the sit 
uation should develop in an emergency, wherein it would cost us pro 
hibitively to reach farflune sources of supply. we could carry on al 
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effective war without paying an exorbitant price for required raw 
materials which presently are shipped from India, China, Malaya, or 
Belgian Congo. 

Senator Matone. In World War II, I was consultant tothe Military 


Affairs Committee, and to the secretary of War. ‘There was a time 
when they were sinking 88 percent of our shipping from South Africa 
bringing to us principally manganese and chrome. That was by Get 


man submarines. You have in mind that is an exorbitant price to pay. 
If vou had the available supply here, it would be a smart thin 
develop that. 

General Wepemeryer. Yes, I had in mind discovering and develop 
ng sources of raw materials within the United States and within the 
Western Hemisphere. You used the example of titanium, which is 

strategic material, and is of paramount importance to the future 
of our aircraft industry because it resists heat and it is hg! 

Today we do not have the means of processing sufficient quantities of 
that mineral except at prohibitive cost. Therefore it would be wise 
to develop processing facilities in that field, so that we would have 
the means of obtaining the required quantity of titanium for a war 
etfort. I think it would be wise to develop facilities in the United 
States to insure availability of other important materials, for example, 
aluminum shale, bauxite, lead, chrome, oil—I could mention many 


it in weight. 


more, 

Senator Matone. Thev are all on the list 

General WEDEMEYER. They are on the list and could be found either 
n the continental United States, in North America, or in the Wester 
Hemisphere, so that we would establish sources of essential raw mate- 
rials readily accessible as to time and space, which factors are so 
mportant in strategy, and also important to our economy. 


1 do not want to vlve the impre ssion, Senator, that I am an isola 
tionist. Our world is shrinking and we are becoming closer and 
loser to other nations—whiech is very important not onlv econom! 


‘ally and militarily but also culturally. 
senator M \LONE. An isolationist has been defined recently by some 
ohe as a card-carrying American. 


General WrepDEMEYER. I am not an isolationist. but I was accused 
of being one during the Taft campaign. May I emphasize that | 
beheve in cooperating with foreign powers, but completely on a quid 
pro quo basis. I would insist that they do their proportionate share 
11) developing their resources and 1 establishing sound economies 
within their own confines. I would insist that they make a pro 
portionate contribution to any common war effort against aggressor 
nations. We have not done that in the past H) years. I do not under 
stand why. The past 2U years I would say has been particularly an 
era of eiving and giving on the part of this country, but with little 
or no reciprocity from other nations—so-called allies or friendly 
hations., 

Senator Matone. I agree with you, General. 

General \W ED! MEYER, We should cooperate vith foreign nations 
because we have strong cultural ties with many of them, particularly 
in Western Europe, and they are important to us psychologically. 
Furthermore, if we combine our resources and efforts in coping with 
the problems presented in a shrinking world, we would minimize our 
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own losses in lives and material, and they would too. It is therefore 
to our mutual benefit to cooperate with frien idly nations but we must 
insist that they must do their proportionate share. 

Senator Matone. The question in your judgment is how you are 
roiling eatin te nd not as to whethe ‘r you are going to cooperate ¢ 

(rene! il \\ EDEMEYER., y es, Sir, more a matter ot degree. I would 
have no diffi ulty in determin ng the mechani I had the authority. 
I would lay it on the line, courteously, tactfully, but definitely, how 
realistic—equitable cooperation with other nations would be 
ieccomplished 


Senator Maxvone. I think they might cooperate with us if we did 


General WepemMeyer. I do. I think the cooperation would be much 
more realistic and the respect our country would enjoy would be much 
cr r'e 

Senator Manone. Naturally the matter of protection of sealanes 
has something to do with the next question, and I am very much 


interested in your testimony, because I think it makes a lot of sense. 
We are now building up a foot army in Europe. We mentioned 
manganese awhile ago. Manganese ore supp lies in 1952 from the 
testimony of the experts in the Bureau of Mines, who I consider the 
real experts in the Government—we have a habit over the last 20 
years of appointing some kind of committee composed of people un- 
familiar with the subject—their reports look a good deal like they 
read the menu backward, they apparently had predetermined ob 
ectives and had to find some testimony to support it, and generally 
you would find that the chairman of the expert committee eeaneny 
knows nothing about the business that he is investigating. Kor in 
stance, the Paley report that seemed to support all of the policies wd 
principles of the last 20 vears, but we find that Mr. Paley is a radio 
broadeaster. We intend to have him before this committee before 
we are through, aoe question him to some extent on his re port, be 
cause he may have information that is not available to any of us 
from some of his conclusions. 

Here is a chart prepared by the Bureau of Mines, United States 
1 partme nt of the Interior, Manganese Ore Supplies, 1952. Western 
Hemisphere self-sufficiency virtually achieved by 1956-57 by comple- 
tion of development of huge reserves in Brazil. This is not my 
work or committee work. It is work that we have requested. We are 
now shipping manganese on the sea routes, 90.9 percent, land routes, 
9.1 percent. The Western Hemisphere, coastal, 16.5 percent, trans- 
Atlantic is 72.7 percent; trans-Pacific, 1.7 percent. This includes 
managanese from Turkey, Greece, India, 36.9 percent from India in 
1952. Also from the Gold Coast. the Belgian Congo, the Union of 
South Africa, and the Philippine Islands and Indonesia, and New 
Caledonia. The question that I am about to ask you hinges around 
our method of keeping these sources available if we did not become 
self-sufficient in the Western Hemisphere. 

General WepEmeyer. Although an Army man, Senator, for years I 
have advocated emphasis on airpower. Often when one advocates 
special emphasis on airpower, certain critics or opponents of airpower 
accuse one of advocating pushbutton warfare. We do require sur- 
face forces, both land and sea, to implement effectively the employ- 
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ment of airpower, both planes and ful ded missiles. I think alrpowel 
- the nrost important weapon that science has oiven us today, if we 
were to become involved in a major war. 

When you ask me spe fic ally the usefulness of the cround rorces 

Western Europe, in my judgment they are Inadequate to detend 
Western Europe, that IS, the combi ed Allied eround forces that exist 

ere today. I have seen statements to the effect that the NATO 
eround forces are shaping up so that they could give an excellent 
iccount ot themsel ve Sinan emergency, but | have never seen a ate 
ment by any military leader whose judgment I respected to the eff 

at we definitely could hold Western Europe if war were to occul 
tomorrow. The data that appears so often in the press, Senator, ind 
cates that the Soviet Union has 175 divisions in Western Europe o1 

ymedi ate ly ava ilable for emplo yvyment in that area, which means lo 

ited in Poland—through the ellie Eastern Germany and just 
ehind the Iron Curtain. We have, according to reports in the Amet 
can press, anywhere from 25 to 30 combat effective divisions. Evena 
layman underst: ones the overpowering ground strength of ms ster 
represented by these data. Allied airpower is developing in Wester? 
iD ae but the Soviet is still in the dominant or favor: ‘ble ot 
he Allies are building up air strength according to news reports but 
there is much to be done in this regard. 

Does that answer your question ¢ 

Senator Matong. What would you do about servicing the ground 
forces over there in the way of logistics? 

oe Wepemerer. In the event of war? 

Senator Martone. In the event of an all-out war. 

Seneral WebpEMEYER. Once we commit our forces to an area we 
have a moral obligation to maintain them and to protect them. How 
ever, during World War II, MacArthur had to hold on in the Philip 
pines without adequate forces or hope of relief. Only a few sul 
marines reached him with medical supplies. The decision was made 
by the President to make our major initial effort in Western Furope, 
if you recall, and to assume concurrently a defensive attitude 
Japan. Obviously our leaders may elect, if a war were to occur, 
to make the effort to protect and operate communication lines to 
Western ri in order to maintain our own and Allied forces 
there, maybe even to reinforce our troops, or possibly to remove them 
from that area ‘f it becomes evident it will be overrul by the Soviets. 

Senator Matonr. What would you do if you were in charge of the 
operations? Would you try to furnish the area and build up the 
army to win a war in Europe with a ground army, or would you 
evacuate the troops? It seems to me that I remember sometimes ever 
when we make a commitment someone changes our mind as they did 
in the Pacific. 

General Web! MEYER. We would have to consider the psy hologic Li 
factor in that case. The American body politic, the reaction of 
the American public must be considered. With several hundred 
thousand Americans in Western Europe, public pressure might com 
pel our leaders at whatever cost to take steps necessary to relieve 
or to maintain and protect our troops in the area. 

Senator MALONE. Would you not think, General, that it is about 
time now in the cool ot the evening with no war around to tel] the 








526 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


public the truth and not depend on getting the advice from 5,000 
miles away ¢ 

General Wepemeyer. I note an objectivity, and in my judgment 
i. very sensible Approac h to this pro »blem on the part of the ¢ ‘hairman 
of the a Mw Admiral Radford, whose Pi ress Club talk | read as re 
ported the other day in the New York on It made a geat deal 
of sense to me. 

Senator Marone. I did not hear his talk, and I have not read it, 
but in reading excerpts from Mr. Wilson’s releases lately, it seems 


to me it 1s making more sense. He Is talking about the number of 
men in the armed services, and where the emphasis is going to be. 
I did not notice he was putting it on a foot army in Kurope. 


General Wepemeryer. Practically e eieyeads in or out of uniform 
seems to be advoc: iting moree mphasis on alrpowe Be The resistance on 
the part of some to new weapons ¢ and hew concepts is understandable. 
Consider a military leader who has had success in employing the 
weapons and me ‘thods of his day. When some younger man comes in 
with a new gadget or new ideas and concepts are introduced, he nat 
urally resists—and wants to be shown. 

Senator MaLone. Even resisting unifying forces. We have a new 
head of these forces, and we hope he is not committed to anything. 

General WepemMryer. [ note a great improvement, personally. 

Senator Matonr. So do I. But I am talking about meeting a 
situation as it now is. You and I started in the war using MeClellan 
addles on horses. They do not do that anymore, I do not think 
we would insist on it, because we were trained that way, do you? 

General Wrepemeyer. No, sir 

Senator Matoneg. Let us forget the McClellan saddles and start talk- 
ing about how we are going to keep these lines open. IL got to be an 
expert ona McClellan saddle, but I would be outdated now. 

Would you put a foot army in Europe if you were working an all- 
out strategy to defend this Nation in time of an all-out war? I am 

rying to get the people in Nevada some good advice. 

General Wepemyer. Yes, sir. We have not reached a point where 
we could impose our will militarily upon an enemy by pushing a but- 
ton or by emp loying missiles, even with atomic or hydrogen bomb 
warheads. That point has not been reached. We may develop the 
means and the techniques to destroy our enemy by employing essen- 
tially airplanes and missiles. However, as of today, we do require 
eround surface forces, both on the sea and on the ground. 

The principal employ ment of those surface forces would be to facili- 
tate the effective employment of airpower. Under current conditions 
I would employ eround forces, or foot forces, I believe you called 
them,in Europe. I presume you mean would I send American ground 
forces to Kurope if a war were to occur tomorrow ? 

Senator Martone. Would you try to hold Russia back from an in- 
vasion of Europe with ground forces sent from America. 

General WepemMyYer. Senator, our people have fought and sacri- 
ficed for their liberty. They have fought and sacrificed to preserve 
the principles embodied in our Constitution. Why shouldn’t other 
peoples seeking to gain or preserve their liberties do likewise? I do 
not believe that we Americans should subsidize the economy or the 
ecurity of any country. Weshould not be expected to do so. There- 
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pore, L have advocated all along that the nations in Western Euro 
should raise and maintain their own armies. I have uniformly op 
posed sending American ground forces to Europe or to Asia. So 
time ago when discussing this matter 1 was informed that we } 
men over 1n Kurope to show our good faith. 

Senator Matone. Not just decoys ¢ 

General Wepemeyer. No, sir; as it was explained to me to show good 
faith, to indicate that we were accepting our responsibilities in the 
struggle against aggressor nations and that we were determined to de 
our proportionate share. Personally I feel that we have given example 
after example of ample evidence over the past 40 years of America 

1 


wood faith im sharing the vicissitudes of people overrun by a 


nations. Ido not feel that it was necessary to send American ground 
troops to defend Europe. There are about 220 million people outsice 
the Iron Curtain in that area. If they are in earnest about stopping 
communism and preserving liberties let them raise appropriate forces 
to fight—let them do their share. 


roressol 


Senator MaLone. I asked yol that questiol , General— 

General Wepemeyer. [| do think the presence of American troops 
helps the morale of free Kurope in people to see them in the are ‘ and 
it muy over accelerate the effort of some of those nations to do more for 
themselves. 

Senator Martone. I will not pursue that line of questioning any 
nore, because it is on the fringe of what we are trying to bring out 
anyway, but if we have come down to the point where we are putting 
soldiers all over the world, and all these 30 or 40 nations to simply get 
them to try to defend their own countries, is that not a little fat 
fetched ? 

General WEpreMeEyER. Yes, sir; it is. I did not advocate that whe 
I was in the military service. 

Senator Matone. And you would not advocate it now? 

General Wepemeyer. No; I do not now. 

Senator Martone. This is directly on the point of our objective. You 
said that India would be a very uncertain source of supply of any 
material that had to be hauled in ships ? 

General WrpreMeyer. Yes; and I would extend that remark and 
say that any remote area would be uncertain as a source of supply 
because of the submarine and also alrpower. 

Senator Martone. That would apply to Greece and Turkey and the 
Mediterranean area, and the Suez Canal and Africa and China. 

General WepeMEYER. Yes, sir. 

Senator MALone. It does apply to all of those areas. 

General WrepEMEYrER. Yes, sir, particularly wherever the lines of 
communication run through restricted water areas, focal points of 
communications or defiles, like the Strait of Gibraltar, Suez, the 
Straits of Madagascar. 

Senator Matonr. We have had some testimony that the Western 
Hemisphere would be considered a dependable supply by some sources 
of the military and we have not received all the information we hope 
to get. What do you think about the Western Hemisphere, General, 
as an entity, realizing that we do need certain materials from Central 
and South America, at least at the moment, to become self-sufficient ¢ 

General WrpeMeyYeR. Senator, again I have always felt that we 


should maintain very close relations, economically and militarily with 








528 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


Canada to the north, and the Latin American countries to the south. 
It is to our mutual benefit to do so. I feel that the present adminis- 
tration recognizes the Importance of realistic collaboration and 
rendly cooperation with Canada and the Latin American countries. 

According to recent reports I have learned that most of the raw 
materials that we would require—practically every raw material that 
we would require—for a major war effort, 1s available in the United 
States or in the Western Hemisphere. Obviously if the sources of 
these raw materials were papery developed, and if provisions were 
made for the facilities to process these raw materials, we could be 
practically independent of other sources in the world. 

Senator Matonk, That is the expert testimony that we have re 
ceived from mining engineers and producers of petroleum and other 
material outside of the minerals. 

General WevemMeyer. I must qualify my statement and add, Senator, 
that I do hear conflicting reports from veologists and other sources 
Some reports emanare, of course, from people who have an ax to 
rrind or who have a special interest to serve. I mention this beeause 
I find it difficult to obtain the facts. 

Senator Martone. Somebody said the other day before the commit- 
tee, and we are not trying to add up the testimony yet because that 
will come later, that almost everyone that advocates a free trade 
policy has something to sell from a foreign nation or intends to put 
a factory or production unit in some foreign nation. We do not 
make that accusation yet. 

General WrpeMeryer. You mentioned free trade. I would like to 
offer this comment, having read a lot about this subject over the 
vears. The first law that President George Washington signed was 
the tariff law. The premise upon which this law was based still main- 
tains, namely to protect American trade and commerce against in 
trusions from foreign sources. I feel that we should sponsor and 
encourage the removal or reduction of customs and tariff barriers be 
tween the countries in Western Europe. I think you probably al 
ready know—I am sure you do—that not one nation in Western Eu 
rope is self-contained economically, nor is one nation capable of de- 
fending itself militar ily. Soin my judgment we ought to encourage 
and sponsor a Western European federation for their mutual benefit— 
for economic stability and military security. They could retain their 
own national sovere ignty and remain as politic: al entities, but I think 
we should insist that they admit the stupidity of trying to carry on 

independently—being held up by their bootstraps through generous 
American aid. If a federation of European nations were formed— 
greater economic and military strength would be created immediately. 

Senator Matonre. One of the things that has been pointed out by 
some of the witnesses is that the very nations that have these low 
vage standards of living are so frantie to get into the United States 
market and do not ll to each other in E ope. It is hard for an 
Italian to sell oranges in Belgium and it is hard for Belgian st teel to 
vo into Italy. T hey put up barriers against each other, and maintain 

their entire indepenc lence through their quota systems and tariffs and 
in other words, do not practice what they preac ‘h. 

General Wrepemerer. The Americans are not the only ones who 
resist change. The people in Europe resist changes and cling tena 
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ously to traditions and outmoded ideas even though it costs them 
learly. ‘The Schuman plan is a constructive step in the direction of 
ollaboration among European nations. 

Senator Manone. We think it is until it is Investigated a little closet 
It is entirely remote anvway. It may be a start. But it is a cartel, 

not ¢ 

General WrepemMEYER. I do not mind if it is a « 
Western Europe and take the present burden off the shoulders of the 
American taxpayer. 

Senator Matone. Was not the first thing that happened under the 
Schuman system that France started to subsidize the steel shipments 
into Germany, and then Germany put on a tariff / 

General Wrepemeyer. That is why I said we must minimize and 
reduce these tariffs. 

Senator Martone. They are not living up to it themselves. 

General WrpeMEYER. No. 

Senator Matone. And it isthe Schuman plan 

General Wepemeyer. [| still maintain it is a good principle. 

Senator Matone. I think it is, too. Now, this is a recommendation 
that our committee will have to make. How best can we encourage 
he production of critical materials in our own Nation, and then in 
the Western Hemisphere. That is what you touched on a while ago. 

General WrepeMeyer. Yes. 

Senator Martone. If we have a higher living standard and you 
want a quid pro quo, then you would bring this material in on the basis 


irtel if 1t will benefit 


of our wage living standard and encourage the investment of venture 
: : 


capital in this Nation; this is, as I understand it, what you think 
would promote the maximum production ? 


General WepemMeEyYer. That is right. You say how best to do it. 


Senator Martone. Yes. 

General Wepemeyer. I think the American people have been more 
yr less apathetic toward the developments that we have dist ussed this 
morning. The American people, Senator, have been told that we are 
definitely dependent upon certain countries or areas for essential raw 
materials. Your investigation, you state this morning, indicates 
definitely that there is only one important item namely industrial 
diamonds—that we have to import. 

Senator Matone. That is the first time I have seen this volume. 
Under Senate Resolution 143, October 20-24, 1953, which is the 
work of this committee. I am going to make you a present of this 
volume. 

General Wepemerer. Thank you. 

Senator Matone. In that volume, you will find that the Bureau 
of Mines engineers—and I consider those men who have spent their 
lives in this work, each engineer an expert in his own particular 


field—their testimony adds up to that statement, that the industrial 
diamonds then are the only thing they are not sure of if a sensible 
program is devised between North and South America. The testi 


mony is very clear that if you can cut the use of your industrial 
diamonds in half we probably could secure enough industrial dia 
monds, if necessary. 

General WepemMerer. The American people’s interest in our eco 


nomic position should be aroused. Further they should be given 
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authoritative information. If this were done, you would find that 
American capital would be readily available to imerease produet O} 
facilatie for raw materials and their required processing. 

Senator Martone. I do not understand that you have gone through 


with this defense of the Western Hemisphere When | talk bout 


strategy, and what Is vroing to happen, it would be like if I quoted 
law 1} neht rt member the law, but | Wo ila not know the decisions 
affecting it. So what I say is without inhibitions and no particular 
meaning’ ex ‘epl to ask a question. 


We hear people say, and our people have been led to believe, that 
an atta lk from Russia might come through Kurope or it might ‘ome 
through Asia. The people that I listen to the most eem to think 
that tne atta k would come more direct than that, maybe ovel the 


ad therefore we are not doing very much in protecting our 

ie . . 1] ¢ ‘ J s a ] Ronen an R lan . ‘ 0 | lt 1 
elves really Trom an attack fro LUSSTa. Uniess we are uit up 
with our air power and our guided missiles, and radar. Could you 
v Ss some idea of the protection of the Western Hemisphere ana 


how effective we could make it ? 

General Wrepemeyer. There is no question about it. and this state 
ment has been recently reattirmed by better authority thar mvself, 
Gen. Nathan ‘Twining, the Chief of the Air Force. 

Senator Martone. I do not admit it is a better aut] hority but I stil 
respect the general you refer to. 

General Went MEYER, In the event of wir, hostile bombers ‘ould 
reach our industrial areas. We are very vulnerable to air attack 

suit. the water expanse to the east and west of the North Americat 
Continent, and the polar wastes of the north—and then, too, the 
South American Continent, all of those areas provide impenetrabl 
or at least very effective barriers to atten pted surface attacks o1 
our country All of the hullabaloo back in 1939 and 1940 about 
the capability of the Nazis to attack us through South America was 
simply a distortion of the facts. 

Senator MALont I do not want to divert you from your line of 
tho ioht, but those things come just before they are asking for al 





auppropt ation before Congress. 

General Wrepemryer. Those ideas were never propounded by me, 
Senator. I never made nor approved of such statements. 

Senator Martone. Or just before they are trying to put over a 
ol jective of fore ion policy that meets with no one’s approval. They 
scare them into it. { remember the oceasion. But you did not agret 
on that. 

General Wepemeyer. Definitely not. I do state categorically that 
this country, if we went to war, would be vulnerable to air attacks. I 
do not think at this time that they would be decisive. I do not think 
they could neutralize our war effort or render us incapable of retalia 
tion. We would suffer heavy loss of lives and considerable destruc 
tion. We are particularly vulnerable because of the crowded indus- 
trial areas—thickly populated regions and numerous critical focal 
points of communications. So we are definitely vulnerable to hostile 
air attacks. And in spite of our defensive measures, some of the enemy 
bombers would get through. The best defense, Senator, against th: at 
hostile capability is to destroy the enemy’s will to fight and the enemy’s 
war-making potential back in his homeland. 
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1 do not believe in sitting back on our haunches and waiting for the 
enemy to come to us. L would project my forces against him and de- 
-troy his industrial areas, focal points of communications and military 
bases and equipment. To repeat I would try to bottle him up and 
destroy his war-making potential and his will to resist. I would indi 

ate to the people continuously that we Americans do not want to wage 

ir against them and that our war is not imalhst them but agalnst 
their unscrupulous leaders who are power-drunk, seeking world dom 
ation. 

Senator Matonr. Very good. Then suppose you were in charge 
when a war started in some remote area like Korea or some other very 
remote area, Would you send foot soldiers, men for men out there, 
or would you determine who is waging this war and destroy their 
war-making potential at home? In other words, make it interesting 
for them to go home. 

General WepremMeyer. At about the time I retired I wrote a short 
irticle for Collier’s, wherein I stated, “Let us draw the line.” We all 
cnow that the North Koreans did not have the capability, nor did they 
have the desire to attack the South Koreans. Et hnologically they are 
the same people. From an economic viewpoint they did not have the 

apability of initating or maintaining a war effort. There are only 
10 million people north of the 38th parallel, and 22 million south of 38, 

Senator Martone. And neither one had anything to fight with. 

General Wrpemeryrer. That is correct. It is true that we had left 
some of our war equipment in South Korea when we withdrew our 
(merican corps, but this was not adequate to conduct a full-seale 
war. 

Senator Matoner. But the South Korean troops did not know how to 

ise 1t. 

General Wepemeyer. No, however we left a military advisory group 
there to facilitate their training in the use of those weapons. Kvery- 
body knows that the Korean war had its Inception, and the North 
Koreans received their inspiration and support from the Kremlin. 

Senator Matonr. Then what would you have done? 

General WEDEMEYER. So long as we remain a member of the United 
Nations Organization, Senator, I feel we must operate in consonance 
with the charter of that organization. I would have assembled all 
those nations and served notice on the real perpetrator the Soviet 
Union leaders that we reeognize that they incited this war and that 
we are going to take the action we deem appropriate. 

Senator Matonr. What would that have been, in your judgment ¢ 

General Wrepemeyer. I cannot speak for the 58 member nations of 
UNO. 

Senator M ALONE, I am asking General Wedemever’s opinion. 

General Wrepemeryrer. But I would have to consider these other 
nations. 

Senator M \LONE. You ilso have the lives otf your people to col 
sider. 

General Wrepemeyer. That is the reason whv I would take that 
action. 

Senator Martone. If you had in your hands the power to take ap 
propriate action, what action would have been taken ? . 

(yeneral Wepremeryer. Do vou mean on June 25. 1950. when the 
Korean war broke out 7 
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ator Martone. Whenever you figured that the action was neces 
. Would you have sent foot soldiers, man for man against the 
Ol ese soldiers and the Russian potential, or would you send 
rect against the potent enemy ( Maybe that is nota fair que tion. 
General Wrvemeyer. It is a fair question, but it is a very difficult 


question to answer, because it is hypothetical. IL never would have 
tiiat power or autho ItV. In the first instance, | would refer the mat 

ter to the Sx te of the United States. I would not undertake arb 

tral CLIO) 


Senator Manone. Presume that the Senate will always back then 


rn tary leadet in Om they have confidence. They always have 
ley were isked, but they were not asked. 

‘ eral WrepemMeyrer. I wo ld only recommend, Senator, as am 
tarv) 

Senator MAaLont What ould you recommend ¢ 

General WrepeMEYER. | ould recommend to the President, that he 
munediately refer this matter to the United Nations and offer a reso 
lution to the eifect that we, the members of the United Nations inform 
the Soviet Union that we recognize the real perpetrator of the Korea 
wer) ohn.andat \ ur volng to take the measures we deem : appro 
priate Such measures I feel would include 1 Litially breaking off 
aiplomatic relatio vith the Soviet Union and the satellites and im 
Lhie ately ] voking eCCOHO! ( ANCLIONS ‘| lye Se steps would be unde 


taken calmly, deliberately and with the full knowledge and consent of 
the Congress of the Linited States. But I would stop once and for 
I] the past phony dealings which would indicate a reluctance to single 


| denounce the real perpetrator of the never frictions 


and incidents. I would put the blame right where we know it be 
longs at the door of the Kremlin. I do not Rckiasey Gea Hameiuaaaiah 
support the policie of the Kremlin nor do they know very much about 


the Soviet policies and actions. 
Senator Matonr. General, you may not remember this, but just for 
Live purposes ot the rece rad. | t} mk It Was L950 or YD], that question 


was squarely before us. It was put before the Senate by the junion 
Senator from Nevada, that is, that we are financing our own war. 
We are sending billions to Europe. We are sending equipment and 
| 


building industrial potential, and they are selling to the Russians and 
to the Iron Curtain countries. I put 96 trade treaties in the record 


that these Western Iuropean countries had with the Tron Curtain and 
eel exactly what they were sending, including ball bearings and 


evervthing else. I will not ay it was asa result of that argument, but 
it was taken up by others, but what was known as the Wherry-Kem 
Malone resolution was adopted, making it impossible to send any help 
to any country that was trading with the enemy or the potential enem) 
and it passed. — n they brought os Battle Act, an act that was sold 
to the country to prevent such trading, but in effect it repealed the 
resolution and smemmiaan trading with them. 

(;seneral Wepemeryer. I remember this. I followed it very closely. 

Senator Martone, Did you agree with that resolution ? 

General Wepemryer. Yes, sir; I did agree with that resolution. 
Senator, I cannot agree with certain of our Allies that they are not 
selling strategic materials and are not helping the enemy war effort 
when they sell certain nonstrategic materials. Anything sold to a 
country at war will help the war effort. 
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senatlol MALONE. ] sno ild have consulted vou at the time. Qn ft 
Senate floor I said any time a nation was preparing for war, s! 
ittons are a war material. 


So the argument simply was W hether we should help ow potent 





ehemy or make it LMipos ible economically for i to Operate. I asked 
iit Question because vou said that the eco l - ons, that 
as, economic sanctions, at te t Was econo mMctiol tot 
om, that any nation that claimed to | th us cor tiil, under tha 
esolution, trade wit the el Vv. D they could not or \) 
tuxpavers Money to hi { il { “ bye ta ara ve Te 
v0 o, because vi were pass g and appropriat oY Dio} O71 ( 
hevery occesion to 1 alice fj , t ere heht ‘ Yo lagret 
ththat? We were financing the wat 
(General WeEDEMEYER. Y¢ 
Senator Martone. General. | thu vi ive made a fine W 
| ie@a ad you say one time, and I have quoted Ab aham L, 1) ol sevel 
mes on the Senate floor in my spe s. where | uid that if \ 
eve clestroved, it Vv il] not b trom without: it w | be from with 
| ird you rece LV piace ©.) ! (Y | it rie lft we al 
ice the Ssituatio il i prepa C€ OULTSeLVE wit the a rpowel we KI 
ow to prepare, with the guided missiles we know how to prepare, the 
ubmarines we know how to build, ind the radar that we kn W how 
nuld, and handle ow terna il relations o1 i quid pro quo bas!) 
just possible to get in a position where everyone would kno 
could win a war and we might not have a war. 
General WrepemMerrer. Yes, sir. I earnestly hope that we will n 
ive a War. 1 think you have Stated 1t very well. If we get realist 
operation from other nations having objectives that are compatib' 
with our own, not necessarily the same, but at least e Mipat ble w 
ours, then we ca make a concerted etiort which would act as a sti 
deterrent, probably are bulwa against any aggressor in the we 
Senator Marone. Do you think we are doing that, when ow 


officials are making statements bordering on such policy that th 
nations of Kurope are preparing and are actually ncreasing the 
trade with China, and with other nations, and urging us to recogniz 
Communist China?’ Do you think that is the way to prepare f 
meeting of a potential] enemy 

General Wi DEMEYER. Senator, I am very mucne couraged asa pl 


ite American citizen by the principles governing international rela 
tions as recently en ated by President Ki enhower ind Secreta 
Dulles al dl also ] am encouraged by the Init ul steps that they hay 
take I. We cannot fo st our ideas upon other peoples. Internatio 
: I 


cooperation has vot to come abe u through processt of evolution, oi 
I 


nd take, sympathetic understanding, I think you and I and our fe} 
low Americans art Impetuous al d often become impatient about t! 
} rogress or slowness of progress we are mal ne. B l I am optin { 


for the future—looking down the road in the international field. 1] 
think you are doing a great service to this country, you and the men 
bers of your important committee, mn pol ting up that we do nay 
within our own country and within the Western Hemisphere vit 
sources of raw materials that are important not only to our econo! 
but to our security. That is a very important service you are rend 


@ this c try 
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Senator Maronre. We thank you for that observation, General. 
(gain Lam not quite clear as zs your opinion of our ability to defend 
Western Hemisphere with all these proper precautions that you 
have outlined. IT have always said long before I came to the United 
States Senate as an industrial engineer that our trade future is in 
South America and Asia. It is not in old Kurope. To try to force 
trade with a processing and manufacturing group of nations with us 
ben ova manufactur Ing and processing nation of twice the size and half 
thre populat lOn 18S a vood deal like two barbs rs ih the same block trying 
to make a liv Ing shay Ing ear h other. When one cannot dig upe nough 
money to pay the other one, they would both go out of business. So 
say, itis important economically. But can we defend the West 
Hie sphere in your opinion if we proceed as you have generally 
utl ol and in a sensible manner in secu ne the neces ary raw ma 
terials from that area for our civilian economy and for our war poten 
tial, can we defend those lines of communication ¢ 

(reneral Wep! MEYER. Can we defend the lines of COM mMunieatlion 
to the Latin American countries ? 

Senator MaLone. Ye 

General WrepeMeyrer. Yes: because, Senator, against the submarine 
menace, air isa very important weapon. We could establish air bases 
ilong the coast and the pl: ales could | opera ite and reconnoiter the sea 
lanes ve ry effectivel along the coast ur sea transportation lines 
would stay in close proximity to the coast line, and thus facilitate the 
reconnaissance of the area and appropriate offensive action against 

tile submarines when discovered 

Senator Matone. With the Western Hemisphere as an operating 
base and principally, of course, North America, after we are fully 
equipped with what you visualize as adequate airpower, and adequate 
submarine power and radar, and guided missiles, then the |: iving down 
of this line that you mentioned earlier, like Monroe laid’ down the 
Monroe Doctrine in 1823, when he knew that these empire minded 
nations had their eyes on various nations in South America and Ce1 
tral America, when he said—and I am not quoting him verbatim— 
hat any nation that sought to extend their form of government into 
the Western Hemisphere would be considered an overt act against 
the United States, we might have evolved what we might call the 
Eisenhower policy and lay down such a line after we are prepared to 
defend it: could we not ? 

(Gieneral Wepemeyer. I do not visualize any future lines, although 
that was the title of my magazine article, Let’s Draw the Line. That 
was meant figuratively. Warfare today is in three dimensions. I 
think nearly everyone recognizes that, as of now, our greatest threat 
‘comes from the air. Vertical envelopments, you might call them. 

senatol M ALONE, And submarines. 

General WrpeMEYER. What you are trying to say here is that you 
feel that. it is economically unsound and possib ly even militarily dan 
verous, us Wwe ll, to vo out to remote areas, cle ‘velop those areas and be- 
come dependent upon such sources of raw materials for our economy 
nd for our military security. Therefore, you want to know whether 
if the situation developed requiring our pulling back into the Western 
[lem sphe re, could we survive ? 

Senator Martone. I did not mean that. 
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General Wrpemeyrr. My answer is that we could survive. 

Senator MALone. I am not talking about surviving. That is not 

e question. Iam talking about if you are going to defend any part 

f Europe or Africa or Asia, you will have to do it from the air and 

ar ep urines, and not in the old time-honored methods. That is about 

cht: is it not ? 

Gene ral WEDEMEYER. ] h: uve indicated that if we could hold West 
rn E urope, not at prohibit ive cost, we should do it because it gives 

bases in closer proximity to the potential enemy’s heart land. 

Senator MALONE. Are you not voll ig to have control of the air over 
Kurope? 

General WEpEMEYER. Defin itely. You have to control the air in 
iny area where you conduct surface operations successfully. 

Senator Matone. And you ‘hin to do it in a way so that the enemy 

ibmarines cannot stop your supply to foot soldiers which they can 

General WrepemeyYeEr. That is right. 

Senator Martone. And you would have to do it in a way so that de- 
struction of the harbors in that area, being so close to Russia, would 
not stop your operations. Then you are doing it from the air with 
wombers and fighters that would probably go seven or eight hundred 
tiles an hour, the sonic speeds, when you get into your titanium con- 

uction, that you know as well as I know you are going to get into, 
ind everybody is worried to death about the production of it. This 
ommittee has done a rather complet — on titanium on the present 

nd possib le future use, and its present pro luction and its potential 
vrei. and where the raw materials are located. Those are the 
things that we had to do and we did do that and we are turning it 
over to the proper people. We are not the ones to go further into it. 

But if you do that, then these bombers that can go seven or eleht oO! 

ine hundred miles per hour with titanium in the engines and frames, 
ind go maybe eight or ten thousand miles and come back 

General Wrepemeyer. No. 

Senator Martone. How far could they go? 

General Wept MEYER. As you increase the s speed, you increase the 
‘onsumption of fuel and limit the radius of operations. 

Senator Martone. You increase the amount of fuel if you decrease 
the weight. If you decrease the weight, you decrease the consumption, 
ind the amount of fuel you can carry. We have had testimony on 
that part of it. In other words, the testimony is that you would prow 
ibly put 25 to 40 percent titanium into a frame, and if the engine 
maker ‘s sitting right where you are testified that it was a must, if they 
knew when they started to design the engine that you are going to have 
this lighter metal, you would have a smaller engine, and one thing 
works into another. The testimony is that when you save 1 pound in 
the frame, you save up to 8 or 10 pounds in the wh ole weight of the 
plane, which can go into fuel or bombs or any other cargo. 

General Wepemeyer. That is true, but what you are doing is pro 
jecting your mind, Senator, forward to a situation that does not yet 
exist. You are using titanium quite freely and yet we do not have it. 
You indicated we had 2,000 tons last year. 

Senator Martone. You said a while ago that you do not expect a war 
how. 


39888—54—pt. 2 35 
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General WepeMeyer. I do not. 

Senator Matone. I do not think anybody else does. 

General WepeMeyer. You asked me as of today what we would 
do in Europe. 

Senator Mavone. I am looking ahead. 

General Wepemeyer. We have to fight with what we have now or in 
the next 2-year period. 

Senator Matone. Iam sorry. I did not make it too clear. We are 
looking 3 or 4 years ahead, and we must look that far ahead. 

General Wepemeyer. I agree, 10 years. 

Senator Matone. And then if you have these bombers that can fly at 
that speed made out of this lighter material, then what would be the 
range of a bomber of that nature? 

General Wepemeyer. It would be materially increased, of course. 

Senator Matong. Our information is that seven or eight thousand 
miles and come back, and even more, but you cannot do it now. 

General Wrepemeyer. You got that from men who are much more 
expert in that field than I am. 

Senator Matonr. Then we come back to the Western Hemisphere 
and you believe we can defend it, and the lines of transportation. The 
reason I asked you the other question is that some might believe we 
want tostay inourarea. Wedo not want to stay in this area of trade. 

General Wepemeyer. No. I emphasized that personally, and you 
did, too. I do not believe in isolationism. I do believe in coopera 
tion with other nations—so long as the cooperation is realistic—on 
a quid pro quo basis. 

Senator Matonre. No one else does. But we do not believe either 
that a man in a community is going to get anywhere by selling his 
house and giving $2 to each one of the citizens. He can or ganize and 
do a lot of good through the Red Cross and other ways in helping men 
less fortunate than himself. But if we go down economically, that 
is about the last of any of us, including these nations we are trying 
to help. Would you not say that? 

General WepemMeyer. Of course. 

Senator Matonr. We are getting pretty close to the edge. 

General WepeMeyerr. The raw materials are here, but you mean the 
setup to process the materials are not being developed. 

Senator Marone. My last point was that we are getting pretty 
close to the edge economically. We ewe about as much money or as 
close to it as our taxable property. 

General Wepremeyer. I see what you mean. 

Senator Martone. It may require a considerable change in our 
policies. This quid pro quo that you mentioned is exactly what many 
of us have been preaching economically. 

General Wrepemeyer. By that I mean our Allies should contribute 
their proportionate share in mutual undertakings. For example, in 
Korea I felt that the participating nations of the U. N. should pro- 
vide proportionately the number of troops involved there. We pro- 
vided the pr eponderance and I do not think that is right. Some mem- 
bers of the U. N. made no contribution whatsoever. 

Senator Matone. You did not believe in the procedure in any case 
in Korea 

General Wepemeyer. No, sir, I did not. 
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In 1947 when I was sent to the Far East by Mr. Truman to survey 
the situation I advocated leaving the United States corps there. I 
do not think the war would have ever started if this suggestion had 
been adopted. 

Senator Matonr. I think your testimony has been outstanding 
and no more than I expected. It will be very helpful to the commit- 
tee. Wethank you very much for your presence here today. 

General Wepemeyer. ‘Thank you, sir. 

Senator Martone. Gen. Bonner Fellers is here at the invitation of 
the committee. General, I believe you are generally familiar with 
the objectives of this committee but briefly it is to determine under 
Senate Resolution 143 the avail: vbility of the critic: al materials to this 
Nation in time of war. There is a large number of these materials, 
not only the list we have made avails ible to the public, but there are 
manufactured articles rationed during the war that normally we have 
to secure from some place unless we have the incentive to produce them 
in this country or in a country where the lines of transportation can 
be kept open. We have asked you to come here because I have 
watched your career for a long time, and I think you have a particu 
larly good grasp of the overall strate: ry in all-out war. I know that 
after your retirement you kept abreast of developments of war mate- 
iral for offense and defense. 

Of course, this committee is interested in two things. Your par- 
ticular ability would be in the one field. The other field is to develop 
the policies that the United States should adopt to bring about the 
maximum domestic production in time of war, and to know the extent 
of the availability of these materials. The resolution injected a new 
factor, and that is the matter of availability in time of war. 

That, then, puts it squarely up to the committee to determine—and 
they must determine it through expert witnesses such as yourself that 
have had experience in specialized fields—what lines of transportation 
in the world today, both the Western Hemisphere and across the 
major oceans, that we can reasonably expect to be kept open in time 
of war. Iam going to ask you, General, to ide ntify yourself, for the 
committee, and do not be embarrassed by giving full bac kground and 
experience, because it is important to the committee and the members 
who are not here today, and the study that you have made of this sit- 
uation that we find ourselves in today in the matter of security. 

Then I am going to ask you to proceed In your own way and tell 
us what about the tr: insportation lines in the Western Hemisphere 
and Asia, and what you think we could do. If you want to supple- 
ment your testimony by methods and costs it would be very welcome 
evidence before the committee. 


STATEMENT OF BRIG. GEN. BONNER FELLERS, UNITED STATES 
ARMY (RETIRED) 


General Fetters. My name is Bonner Fellers. I am a retired brig- 
adier general of the United States Army. I have been retired since 
1946. 

My background—lI went through the usual Army schools, including 
the War College. In World War II I was the American observer 
with the British forces in the Middle East, where I reported on desert 
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combat, fleet operations in the Mediterranean, the fleet air arm, and 
the Luftwatle. Then I came back to the States in 1942, and in 1943 I 
was sent to Australia and I became the chief of the planning section 
in GHQ under MacArthur. That involved planning with the three 
forces, Army, Navy, and Air Corps. I had considerable experience 
with enemy submarine effectiveness, or ineffectiveness, as well as the 
effective airpower on sealanes. 

Since retirement I have tried to keep up with the problem of national 
defense and I have talked and written on the subject rather widely. 

Senator Matong. General, I was very much interested in your book, 
Wings for Peace. What was the date of its publication? 

General Fetters. April of this year. 

Senator Matone. I have read your book. Not being a military 
strategist, I was very much interested because it seemed to point the 
way to a real defense of this Nation at a minimum of cost, without 
too much threat to our economic stability. I would rather you would 
just start your explanation in your own way, because it is a little diffi- 
cult for me to even ask the questions, except that we are under tre- 
mendous propaganda at all times that our safety and security is threat- 
ened. Unfortunately, almost everyone, many of them with very little 
experience in military strategy, come up with some objective that we 
have to carry out that in the opinion of many of us who have read a 
vood deal of the works of such men like you, General MacArthur, 
General Wedemeyer, and others, believe the objectives often are a 
threat to our security. 

What is this threat to our security now? Where would it come 
from ? 

General Frtiers. There are two great threats militarily to our 
security. One is the submarine threat, the other is the air threat: 
they are both very real and serious, but the air threat to my mind is 
far more devastating. The submarine threat is worse than it has been 
in any past war because in the first place, Russia has more submarines 
than our enemies had in the past. 

Senator Martone. You consider Russia is the only nation that would 
pose a serious threat to this Nation? 

General Fetters. That is right. The Russians have about 350 sub- 
marines, and the submarine is now capable of launching guided mis- 
siles against shore targets. These missiles have 200- mile range with 
atomic warheads that would be very devastating to the United States 
and European coastal cities. 

Submarines can also plant atomic mines in the harbors of Europe 
and the United States. They can fire atomic torpedoes. So sub- 
marines are a greater threat than formerly. 

Senator Matone. You say they could plant atomic mines in 
harbors ? 

General Friuers. Yes, and they would destroy the harbor. 

Senator Maronr. And it would be exploded by some ship hitting it? 

General Frenters. Ht could be timed or it could be contact, either 
one, 

Senator Matone. Go ahead. 

General Fetuers. The range of the submarines is limited, of course, 
if the bases are in the Baltic and in the Black Sea. But I believe it 
is generally conceded, I am sure it is, that Europe would be overrun by 
the Red army. So it is a question of time until the submarines would 
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have bases in the Bay of Biscay, which would increase their range 
materially. 

Senator Maronr. You mentioned the Red army in Europe. We 
are now engaged in sending and maintaining a foot army in Europe 
that we would have to service in time of this war you are talking 
about. What do you think of this method we are using there at the 
present time to defend Europe ¢ 

General Frviers. There are many reasons why NATO will fail 
when a war comes. I suppose the most imme a ate one is that we have 
21 divisions north of Switzerland, between there and the Baltic, and 
Russia can throw as many as five or six hundred against them if they 
want to. So by pure, sheer weight of numbers alone, Russia can 
overrun Europe. 

Senator Manone. You are talking about five or six hundred 
divisions ? 

General Fevers. Russia has 30 oceupational divisions in Berlin, 
in East Germany, and Poland. The satellite states behind these areas 
have 75 divisions. Behind that Russia has an army of 175 divisions 
in the field. She has 300 divisions she ean mobilize. They are active 
reserves, equip] with the men trained that could be mobilized 
quickly. She has a secure flank on the other sicle on the Pacific, be 
cause she has 4 million Chinese allied with her. They are under arms 
and trained. They have an air force of 2,500 planes which is numeri 

cally stronger than any other air force in the Pacific. 

Senator Matone. How far would the ‘y have to move these divisions 
to get into the real center of oper: itions in Europe ¢ 

General Fetters. Thirty of them are already there. The 75 in 
the satellites would be a question of a couple of hundred miles or 
maybe 400 miles until they would be in contact with our troops. The 
175 divisions are largely in European Russia, and it would not take 
long to move them up. 

Senator Mavone. It is a matter of— 





General FELLERs. She would move them up before she starts. They 
would be where she wants them. 
Senator MaLone. In other words, within 3 or 4 days or a week, they 


would be in the thick of the fight / 

General Fritrrs. She will put what she needs on Europe’s eastern 
frontier before she strikes. Yes, sir, it will not take long. 

Senator Martone. About how long do you think that the foot armies 
would last in Europe, our own and any others that might be there? 

General Fetters. The general who commands the ground forces 
along the French frontier said that the Red army coulk | take Paris in 

3 days. Some time back—TI am not familiar tod: ay—we had studies 
in the War De partment or the Pentagon which gave the Red army a 
matter of weeks until they would reach the Atlantic . It will not take 
long. They will go very fast. 

Senator Matong. What will become of our soldiers there? 

General Fretiers. They will be dead or they will be in Siberia in a 
matter of weeks. 

Senator Matoner. It does not look like we have used ve ry cood 
judgment in planning a world war IV operation in Europe. 

General Fretiers. I would like to digress a minute and describe why 
I think NATO will fail in Europe even if NATO could hold the 
Rhine. One reason is that if NATO held the Rhine, and no Red 
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soldier crossed it, the Red air force is so overwhelmingly strong, it 
could destroy the cities and industry of Europe in a matter of days. 
The farthest capital from the Red jet bombers in central Europe, the 
I1L-28, which is a twin engine jet, traveling almost at the speed of 
sound, is 80 minutes from those bases. So if NATO forces held the 
Rhine, which they cannot, but if they did, the Red air force can flatten 
Europe because NATO has an air force of only 4,000 planes today ; 
the plan is to raise it to 5,800 next year. These planes are not all 
modern. Russia has 20,000 combat planes with crews ready to go, 
and this air force is being converted into jets very rapidly. So we 
have a flimsy ground force of 21 divisions on the Rhine, possibly 25 in 
reserve that could be thrown in quickly. But it would be tremen 
dously outnumbered. This army is supposed to be defended by an 
air force that is not strong enough to meet the enemy. 

Senator Matone. How would we supply these troops of ours there, 
even if they were able to hold the enemy ¢ 

General Fetzers. We cannot supply them. I would like to illus 
trate that. 

In World War II the British went into Greece in March and April 
of 1941. Hitler struck, and the British were immediately thrown 
out, and about 27,000 out of 85,000 evacuated to Crete. There they 
joined hands with 14,000 Greeks. Through intelligence sources they 
learned that the Luftwaffe intended to drop an air army into Crete. 
The British had about 3 weeks to get ready. ‘They were not set, but 
they had some new weapons from ‘Eg rypt. They had some new sup- 
plies. They knew that the Luftwaffe would drop its air army on the 
airports and there were only three. They knew that from their intelli- 
gence sources. So they defended the airdromes and defended them 
well. The British never fought better. They killed 80 percent of the 
paratroopers that were dropped, and they destroyed more than a third 
of the air army. Yet because the Luftwaffe acted as artillery and 
furnished the supply for the air army which it dropped, because the 
RAF was not there and did not have any planes to throw in, and the 
Germans had complete control of the air, in 11 days 35,000 men were 
dropped physically on top of a greater force and took the island. No 
movement of British forces on the ground was possible in the daytime 
because the Luftwaffe dominated the sky and machine-gunned every- 
thing that moved. 

Meanwhile the British Fleet was in the Mediterranean. It con- 
sisted of 4 battleships, 6 cruisers, and 16 destroyers, and they were in 
good condition. But they had no air support. The Nazi air invasion 
started on the 20th of May and on the 21st of May two cruisers went 
through the straits and got between Crete and Greece to intercept 
some German sea transport: ition, barges, some guns and men being 
sent by surface transport. ‘The cruisers destroy ed this surface trans- 
port, and then the Luftwaffe attacked the cruisers. Having fired 
most of their antiaircraft ammunition, the cruisers sent word to the 
fleet they were in distress. Admiral Rollins drove the whole fleet in 
through the straits to rescue these two cruisers. That fleet was struck 
by the Luftwaffe. At one time 320 planes attacked. A total of 1,500 
planes attacked the fleet during the day. They high-level bombed it, 
they low-level bombed it, they skip bombed it, they machine-gunned 
and torpedoed it. An American observer on the battleship Valiant 
saw only seven enemy planes shot down. 
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The next day, May 23, the fleet was ordered back to Alexandria. A 
fourth of it had been a or damaged beyond repair. 

Senator Matone. This is the great British Fleet? 

General Fetters. Yes, sir; their Eastern Mediterranean Fleet. 

Another fourth was damaged so badly that it limped into Alexan- 
lria, and later went to the United States for repairs. Another fourth 
was damaged but could be repaired in Alexandria. By the Ist of 
June the only serviceable vessels out of that fleet were the battleship 
(Queen Elizabeth, and four destroyers. Even if the ind army in Crete 

ad defeated the German air army, it could not have been supplied. 
The fleet could not supply Crete because it did not have control of 
the air. This was the first time in the rag te of warfare that a fleet 

as struck by an unopposed first rate air force, and it was very clear 

iat if Crete had held on the ground, the ‘Bri itish Army could not have 
heal supplied and would have had to surrender anyway, because the 
fleet was ordered back the next day after it was hit. 

There is a great deal in this lesson. It means that the fleet must 
have an air arm, and it must have freedom of the skies under which 
t operates. We have ignored this lesson entire ly in 1p ylanning NATO. 
We have gone in with ground forces and planned to hold a line when 

there is no such thing as a line unless you control the sky above it. 
ios ‘re is no provision in our defense planning to build an air force 
hat isstrong enough to meet the Red air ferce. 

So if war comes we will not have control of the skies in Europe 
ind if we do not have control of = = over Kurope, t he fleet then 
cannot escort supply into European harbors, and the ground army 
there will be abandoned because we cannot reinforce and supply i 

Senator Maronr. If that is the case, are not these European nations 

ce France, England, Belgium, and all the rest of them in ve ry great 
danger ? 

General Frecirrs, Certainly they are, and they recognize that dan 
ger. My person: iL opinion is, and I have some ground for saying it 
from t: alking to E uropeans, they not only sense this dan ger, but they 
realize the futility of the program that is going on over there, but it 
sour program. They want the aid and the money they get, so they 
do not compan. 

Senator Maronr. Why do we insist on such a procedure if it is ob- 
viously unsound and the English believe it to be unsound, or ie they ? 

General Freiiers. The British must believe it to be unsound because 
they have never agreed to join the European Defense Army. They 
have never agreed to be part of that army. They have concentrated 
on air power. They have the feeling and the certainty that their 
survival is de ‘pendent upon controlling the sky over England, and 
they have submerged their army and their navy to air power, and 
their plan is to increase their bomber strength 300 percent, and they 
are building toward a goal of 1,000 fighter interceptors to defend 
England alone. 

In July 1952 the British Joint Chiefs of Staff came to the we 
States with a program proposing that United States and Britai 1 join 
hands to build air supremacy. They proposed this to our Aine! ican 
Joint Chiefs of Staff. and the conference lasted 2 or 3 days. Our 
Joint Chiefs of Staff were unable to knock down the British argu 
ments, but they refused to jon. They decided to stick to the balanced 
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force concept, o ‘y called it, which is splitting the budget three ways 
for the Army, Navy, and Air Force. Britain was very disappointed, 
but did nothing about it, and could not, of course. She wants t 
continue receiving our aid, 

They went back with their proposal. But they understand moder 
defense, and t] 1e\ know their de sstiny lies in de fe nding the sky abovs 
them. 

Senator Matonr. That is, Britain and France understand that. 

General Feviers. Britain certainly does; France is learning. 

Senator Martone. Do you suppose that would have anything to d 
with France’s refusal or failure to build her ground forces, as indi 
cated by press dispatches ? 

General Friiers. I can only illustrate that and say they probab ly 
consider the same thing I am saying. Hitler threw 220 divisions int 
Russia, they were crack divisions, they went to the Leningrad Moscow 
Stalingrad line. There Russia’s allies, distance, winter, and man 
power, came to her aid, and also lend-lease, and she held on that line. 
Then the cold winters and heavy losses—the Germans lost 5 million 
men against Russia—and our threatening the western front with in 
vasion, compe ‘led the Germans to pull back. 

You hear it said that Russia eannot pap yply a big army against Ei 
rope. De rpeitoa’ fact that all railroads had been taken out of wester1 
Russia and all the br idge s were destroyed, the Red \rmy followed up 
that German Army back to Germany. The Red Army totally de 
stroye “lL 41 div isons of the German Army, and they were ood divisions. 
The German Army which got back into Germany had only 135 divi 





sions remaining and they were sick and understrength and exhausted 
The Russians, aiter losing LO million men in battle, dead or wounded, 
followed up W ith DOP divisions. The Muropeans know all that 
Therefore, they could not be enthusiastic about holding the Rhine with 
21 divisons and 25 in reserve 

Senator M ALONE. It seems there coulk 1 on ly possibly be not mo} 
than two reasons why we do this in the event we understand the situ 
ation. The first question is, are we fooling Russia? Do they think 
we can put enough troops in there to hold them, or is our objective 
to make Russia believe that we can hold this area? 

General Fretiers. No, sir. We are not that naive. The fleet is not 
a threat to Russia particularly because Russia cannot be blockaded. 
She has the resources within her borders to fight a war. We could 
blockade Japan and did and the blockade from the sea helped force 
her to surrender. There were other reasons, but it certainly was a big 
factor. But you cannot blockade Russia, because she is too big and 
has too many resources. Our Army is no threat because it is ter- 
rifically outnumbered. Hitler failed. Nepoleon failed. No one on 
the ground has conquered Russia. So the only thing Russia fears is 
our airpower, which is the weapon we have neglected. 

Senator Matonr. Do you think there is another reason that is 
given out widely, and that is that by sending foot soldiers into Europe, 
that we are encouraging European nations to put more men in their 
armies? If what you say is true, it is having the opposite effect. 
They are not putting their men in the Army because they do not be- 
lieve that is the effective way to fight. What becomes of this reason 
then that we send our men there to encourage the European nations 
to build up an army of their own? 
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General Fevuers. It has not proven successful, if our forces are 

ere to encourage the Europeans to build a land army. They have 
ot. done it. 

I think the best test would be if we stopped foreign aid. I think 

ey go along and pay lip service to our defense concept for Western 
Feu pe SO they can get hel ip Ww! hich the y need, and they want more. 

Senator MALONE. Everybody wants help. Wl iat do you think of its 
effectiveness? Iam asking these questions because we are just a little 
ut of line on the prob lem of defending these trar sports) on lines; 
however, it seems to be necessary that we know some of the methods 
to lend weight to your statement that we cannot secure these supplies. 

[ understood you to say that the source would be in danger, because 
we could not control the air over these nations, and we naturally could 
not secure supplies. What is the position, then, of Europe, and what 
could we do if we really wanted to furnish them the best protection 
ossible? If that is not the solution, what is it? 

General Fevuers. I used the illustration of Crete, endeavoring to 


\ 


w that unless the fleet has a friendly sky — t, it cannot operate. 
Since we have no provision in Europe to build air supremacy, the fleet 
| | | ; Hee 

cannot oper: ate in E uropea waters. That o ies also to Asiatic 


vaters because the Communists have bases on the Asiatic coast and 

thre Vy can ¢ ‘ontrol the sky above the waters of the coast of Asia or India. 
lherefore, the same thing holds that held at Crete. If the enemy 

controls the sky, we cannot go in and out with our surface forces. 

Senator Martone. The n if I am evaluating your testimony correctly, 
these lines of transportation from Asia and Europe across one or both 
mayor oceans would be impossible to be ke spt ope - 

General Frvuers. Yes, sir, unless you control the air above you can 
not control the coastal waters. 

Senator Martone. Can we control the air above ? 

General Fetters. No, sir. We are not building an air force of that 
size. The Red air forces have 20,000 combat airplanes, which is over 
ee times the number of combat planes in our prese nt Air Force. 

Senator Martone. If we build our Air Force that big where would 

e base it ? If it were built to keep some of these ti NSpo! tation lines 
open, for example, where would you base the force ? 

General Fetters. You can defend a base that is 700 miles from the 

emy bases with a very few fiohters for the reason that if you are 
revond the range of enemy fiohters or light bombers, the only thing 
that ean strike that base is a long-range bomber. It would have to 
come unescorted and our fiohters would have a reasonable chance of 
knocking it out, and you tap os not have to have local air or LCV 

n relation to the Red air force to do it. You would have local air 
supremacy over the base anid But if you have a base in Europe where 
the Red air force can strike with fighters and medium bombers, then 
to defend that airbase you have to have enough airpower to meet the 
Red air force, and we do not have any such force. 

So bases outside of Kurope and Asia which are more than 700 miles 
from the Red bases, can be defended. I should say bases ean be de 
fended in the interior of Alaska, Greenland. Labrador. Iceland. some 
parts of North Africa, but not in Europe and not in Spain. Unless 
England has enough airpower over England to meet the attacks from 
the medium and heht bombers and fiehters, she also could be destroved. 
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Senator Mavonr. You could not defend Air Force bases in North 
Africa? 

General Fe.uers. I think there is a part of northwest Africa—south- 
ern Morocco—that is more than 700 miles from enemy-held bases. We 
ought to be able to defend these bases. 

Senator Martone. What would we have to do in order to do that? 
What would be the stature of our Air Force that we would have to 
build to do that? 

General iy LLERS, To defend the bases in Europe which the Commu 
nists can strike with their own fighters and medium bombers, we 
would have to challenge the entire Red air force. 

Senator Matonr. On their own ground ? 

General Fretuers. On their own ground, 

Senator Martone. What would that take in the way of an Air Force 
here? 

General Frenters. During the Wherry hearings a couple or 35 years 
ago, Senator Lodge asked General Spaatz what it would take to give 
security to the NATO forces in Kurope. General Spaatz said 250 
wings. ‘That is twice as many as we plan. That was to defend Eu 
rope alone. 

Senator MALONE. That would not be enough to defend Asia Ol 
Africa, including Europe. 

General Fetters. You might take out the Red air force by atomic 
assault on their bases with a smaller Air Force, but that was General] 
Spaatz’ estimate—250 wings to defend Kurope. 

Senator MALONE. Those wings would have to include what types 
of planes? Are we making the type of planes now that could do that 
job ? 

General Friuuers. The best defense against the Red air force is our 
strategic bombers, with the atomic or hydrogen bomb, which can take 
off from bases we know we can defend, and go at sonic speeds to the 
enemy airports, and take out their airport facilities, and their planes 
on the ground, That is the best way to destroy the Red air force. 

Senator Matone. You are talking about enemy fighters. 

General Fetters. Whatever planes are on the enemy bases. Fight 
ers and bombers both have to have airbases. These bases, if destroyed 
will cripple the Red air force. Planes are usually on the airbases, 
they cannot remain in the air very long. 

Senator Maronr. You do not believe then we can keep the trans 
portation lines open and depend on the supply of critical materials 
from Asia or Europe or Africa 4 

General Friiers. I do not believe we can keep supply lines open to 
Europe or Asia. 

Senator Matonr. Asia or Europe, we will confine it to those two. 

General FELLERS. Not unless we have control of the air over Asiatic 
and European coastal waters! No, sir. 

Senator Martone. You men have control of the air—— 

General Fetters. Not unless we win the battle of the air. 

Senator Matone. We have to control the air over India if we are 
going to ship anything from India. 

General Freiiers. Yes, sir. From bases north of India the Rus- 
sian is capable of striking Indian ports and knocking them out. 
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Senator Martone. What about defending the line of transporta- 
tion? Suppose you could mine the materials in India and get them 
on the boat ; then what ? 

General Frtiers. You have a submarine threat that is very real, 
and if you have to go through any waters that you do not have control 
of the sky and the enemy does, the ‘n your shipme nts will not arrive in 
the United States. I would s LY that from South Africa and then 
across to South America and siene iin coast and up through the Carib- 
ean is a possible route. We would take some losses, but this route 
could be kept open. It would lie at the extreme range of the Red sub 
marines. Inthe Caribbean we can have control of the air with a very 
small Air Force. 

Senator Matonr. What about the defense of the Western Hemi- 
sphere ? 

General Fetuers. That is perfectly feasible if we build the Air 
Force. We can be struck from Arctic bases in Russia. Red bombers 
flying over the polar cap can strike our industrial areas and harbors. 
Russia has a thousand planes capable of doing it in a one-way flight. 
\ country that has 15 million people working in slave camps is not 
going to worry about losing a few bomber crews. Our key industrial 

ireas can be struck from Murmansk and from Russian airbases oppo 


5 Ales, 
Tn addition to that, the Red submarines can mine our harbors and 
shoot atomic warheads into them. So we would have to have con 
trol of the air over the United States in order to avoid an enormous 


destruction. 
> ator M LONE. \\ e are perfectly able to build such an Air Force, 


we not 


General Frviers. Yes, sir, it is just a question of apportioning the 
noney. Right now, it looks as if we had decided intelligently on a 
program for the next fiscal year—1955. The preeminent arm in 
that budge t apparently will be air power. But up until now we have 
split the bu idget three wavs. I do not mean to criticize the three 
forces for this reason. We are committed to a ground defense of 
Europe, and our Army Chief would be negligent if he did not get all 


the budget he coul get to support that commitment. 


Senator Manonr. If this is, as you say, a commitment that you 
cannot fulfill, is there not some way of taking another look? 

General Fetters. We ought to. Long ago we should have. I do 
not know why we have not, but we have not. 

Senator Matone. You think that the North Atlantic pact and the 
commitments we made under that pact are simply impossible of 
fulfillment ? 

General FELLERS. Yes, sir. The military concept of defending the 
ground in Europe is impossible of fulfillment because no matter how 
many troops we have on the ground, we will never equal what Russia 
can throw in. If we did. she would bring some Chinese across and 
still outnumber us. 

First of all, Europe can only be defended if there is no war. The 
best way not to have a war is to have an effective war deterrent. 
NATO forces in Europe are not a deterrent, because they do not and 
cannot threaten Russia. 

Senator Matone. Russia knows that, you think? 
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General Frevuers. Of course she knows that. 

Senator Mauont We are not fooling her. 

Creneral Ii LLERS. She is not e ven worried about those defenses 

Senator MaALont I ile rstood you to say we are not encouraging 
the European nations because they still know that the NATO forces 
ire not a deterrent 

General Fruiers. Everybody knows it, but our own high-level 
planners apparently. . 

Senator Martone. Why are we not aware of the facts? We have 
always appropriated ple nty of money. Even before I came to the 
Senate, T never heard of the Congress of the United States turning 
down an all-out recommendation in the amount of money allowed the 
irmed services When they had confidence in their leaders, and they do, 
I sum sure. 


General Frnuers. I think the Pentagon is cognizant of the threat 
ind of our In ibility to hold Kurope under the present concept, but 
t isa higher authority that adheres to the plan, and Pentagon must 


do the best it enn. 

Senator Marone. Where could this higher authority be? 

General ra LuERs. It is the State Department. The State Depart 
ment set up the NATO ground defense concept in the beginning. I 

should s ay Secret ry Acheson was the No. 1 brain. 

Senator Martone. He is not now Secretary. 

General Fritters. But the foreign policy of Eisenhower and Dulles 
has been—to date—a continuation of the Truman-Acheson policy. 

Senator Martone. Explain how you think that came about. 

General Friiers. I cannot explain it. 

Senator Matonr. What poli CV is 1t? 

General Fruuers. It is a policy to depend on ground defenses to 
hold the Russians out of Europe. It is totally unrealistic in view of 
Russia’s numbers and her airpower. 

Senator Martone. I understood you to say now that it may be possi 
ble to establish airbases anyplace in the Western Hemisphere and 
perhaps under certain conditions in South Africa If we were to 
take another look at this setup is it possible within our means to build 
an air defense and a submarine defense that we could defend part 
of Europe with? In other words, a new organization from the air? 

General Frtiers. I believe Europe can only be defended adequately 
if the war is avoided. 

Senator Matonr. Then you do not need defense if a war is avoided. 

General Feiuers. I am confident the war can be avoided if we will 
only build American air supremacy. 

Senator Marone. I am sorry I interjected, because what you are 
about so say is that the only way we can defend anything out of the 
Western Hemisphere, and perhaps part of South Africa, is to simply 
be in a position ‘ win any war, and therefore avoid a war. 

General Frevuers. Yes; that is correct. I would like to illustrate 
this by defining what I mean by a war deterrent. Russia is the base 
from which all Communist ac tivity emanates and her ideological ob- 
jective is to communize the world. She cannot afford to lose that 
base. If we had 1.500 or 2,000 of the new B-52 bombers with atomic 
bombs and crews trained, this would be the greatest possible threat 
to Russia. If war comes, even though Russia were to strike first, there 
should be enough B-52’s left, with proper dispersal of those planes 
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and getting them into the air provided we get an alert, to wipe out 
Russia’s war potential—her airbases and war industries. 

Senator Martone. In Russia ? 

General Fretuers. Yes, sir. If Russia knows that we have the kind 
of a striking force which can destroy her, she will never start a war 
Destruction by bombing would end her dream to communize the world 
and she is not going to risk attacking us, if we have air supremacy. 
It is unfortunate that we have to wait to be hit first, but 1f we can 
deliver a stronger blow in retaliation, this capability s still a deterrent. 

I might say I do not like Joe Louis, and I get into a little argument 
with him, and I slug him, but I know if I do, he will break every bone 
in my body when he hits back. Consequently I am not going to hit 
first. Strategic bombers are that kind of power. We do not have 
enough of them now. We have about 1,000 planes that could reach 
Russia but they will take some losses on the ground if the war comes, 
and we do not have enough for a sustained effort to destroy Russia. 

Senator Martone. Take these bombers about which you speak, the 
B-52’s, because that seems to be the best design yet, made out of the 
proper materials and built up in the next 2 or 3 years—TI am not going 
to ask how long this would take—those bombers could hit the vital 
points in Russia itself. 

General Fetters. There is no question about it. 

Senator Matonr. They could drop their bombs and come home. 

General Frtuers. Yes, sir. 

Senator Martone. How far would they have to fly ? 

General Fretiers. The B—52 has a range of 8,000 miles and if you 
get it off Greenland, Labrador, or Alaska, it can strike and come back. 

Senator Martone. A total of 8,000 miles without refueling ¢ 

General Frtiers. That is right, and it is possible to refuel them in 
flight. 

Senator Martone. In the air? 

General Fretzuers. Yes. 

Senator Matonr. And if you had tanker planes meeting them on 
the way back, it would increase their range? 

General Freiiers. That is right. 

Senator Matone. You are probably familiar with the hearings this 
committee has held on this new metal, titanium. The information we 
have is that if the frames contained 35 to 40 peracent titanium, and if 
the engine also contained a certain amount of titanium that each 
pound of weight saved might result in a saving of 8 or 10 pounds or 
even more on the whole plane. It all runs into considerable weight 
that can be utilized as fuel or bombs or whatever is necessary. Are 
you familiar with what these planes might do made in that way as to 
distance and return ? 

General Freturrs. No, sir; except it would increase their range. We 
know how to make planes that will strike the industrial heart of 
Russia and come home. So it would give them much more flexibility. 

Senator Matonr. Maneuverability and speed. 

General Fetters. Yes, sir; and more payload. 

Senator Martone. And they can go the speed of sound. 

General Fretiers. They have never announced the speed of B-52 
but it pulls away from an F-86, so it will go the speed of sound. 

Senator Martone. And of course this new metal will replace alumi- 
num on the skin of a plane in the sonic speeds where it has been testi- 
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fied before this committee that aluminum begins to soften up at cer 
tain speeds. You are familiar with that. 

General Fetirrs. Yes, sir; I have talked to people about it. I do 
not know any more than that. 

Senator Matone. What do you think, considering the submarine 
menace and the ability to destroy ports, of our ability to secure these 
critical materials from South Africa? We have ruled out Europe 
and Asia. 

General Fruiers. I believe from South America, coming across 
south of the Equator to South America, and up the coast and across 
the Caribbean is a feasible route because we could control the air all 
of the way. 

Senator Manonr. And we would have an airbase in South Africa? 

General Fruuers. I think it would be desirable. I would not say 
that isa feasible route, but it is at the extreme limit of the operating 
range of Red submarines. German submarines reached the Caribbean 
in the last war, and they were very destructive. But the Navy has 
never yet let us down on handling the submarine menace. We have 
had to take losses, but the Navy has always been able to handle the 
submarine threat, and I think it will again. The Caribbean is the 
most critical area. But if we have airpower there, our shipping, I 
think, could come across the southern Atlantic up the South America 
coast, and across the Caribbean with losses that would not be pro- 
hibitive. 

Senator Maronr. Are you familiar with the losses in the Second 
World Wat 

General FrLiLrrs. Somewhat. 

Senator Maron. I was consultant to the Senate Military Affairs 
Committee and the Secretary of War on the strategic metals and 
minerals, and from sitting with the War Production Board, we know 
now, and it is no secret, that they were sinking 88 percent of our ship- 
ping in the first few months of World War II coming out of South 
Africa. That was on manganese and chromite. Would that happen 


General Freiiers. I did not know it was that high. I cannot say it 
will not happen again. The Russian has more submarines than Hit- 
ler had when the war started. I do not believe the Russians are as 
good seamen as the Germans. They may be. I think with airpower 


over the Caribbean the Navy would solve the problem. That is 
just my personal opinion. The Navy could tell you better than I 


chi . . 
Senator Martone. You think we can defend the Western Hemi 


sphere 
F ‘ y _ " y = ? Lease . } > in > 
General Fevurrs. Yes, sir. But unless we build air supremacy 
} } > } } ‘ * > 7 Yr) } +) , = , } . > . 3 
right now I do not believe we can defend the United States against 
+ } ‘} > as ~~ he > i ] . . . > oe off 
ra <. The Russian has 3,000 combat planes defending his in- 
justry which is not as extensive as ours. We have less than 1,000 
wander? ale i ae a I eR 
modern ce : defending ours at the ome 


Senator Matone. If we build the proper air force, we could defend 
the Western Hemisphere? 






G Freuuers. Yes, sir. There is no doubt about it. 
> 4} : } 
Senator MaALone. And the time element would be reaso! able. 


could defend the Western 
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Senator Martone. And with reasonable losses, transporting any 
material from the Western Hemisphere nations to our own. 

General Freiiers. I would say this: This is only my opinion. You 
ean get it definite from the Navy, of course. Anywhere that we can 
control the air over the sealane, I believe the Navy will lick the sub- 
marine menace. We will take losses, but we can lick the submarine 
threat. 

Senator Martone. Do you believe we can control the air of the 
Western Hemisphere, and have a good chance of doing it in some parts 
of South Africa? 

General Feiuers. Yes, but not over Europe under the present pro- 
gram. 

Senator Matone. And North Africa? 

General Fetters. We have to win the battle of the air before we 
can use the sealanes of Europe. 

Senator Matone. It would not be practical to control the air over 
North Africa? 

General FEeLuEers. There are some parts of North Africa I believe 
we could if we had a small defense of fighters there. 

Senator Matone. Do you think we could get any appreciable amount 
of manganese—we are now getting eight or nine hundred thousand 
tons of manganese from India, annually—from India in wartime? 

General Fritters. No, sir, for two reasons. I am not sure how India 
would cooperate, and I believe Russia has the capability of destroy- 
ing the Indian ports and the shipping out of those ports. 

Senator Martone. Even if India were friendly and working with 
is, we could not get it. 

General Fetters. I think Russia could deny it as long as she has 
‘ontrol of the air over India’s waters. 

Senator Matonr. You have some doubts as to whether India would 
permit it in any case? 

General Fe.xers. I do. I would like to say in general that we can- 
not do anything with the Army or Navy unless we control the air 
above them. It is the first priority of defense. 

Senator Martone. What would you do if you were right now able 
to direct the expenditure of money in defense material? What would 
you advise? 

General Fr.ters. First of all, I would stop all this clamor for uni- 
versal military training. The services are already overloaded with 
untrained men and partially trained men. We need more professional 
men rather than more poorly trained men. 

Senator Matone. What do you mean, professional men? 

General Fetters. I mean regulars who make a career of the serv- 
ice. It takes about 7 years to train a man to fly a B—47, and he has to 
be a high caliber man, before he is selected for the training. It takes 
years, about a 4-year enlistment in the Navy or Air Force before the 
enlisted men can handle their jobs on electronic devices, and all sorts 
of mechanical things, weather predictions, servicing of aircraft on 
the ground and so forth. So we just continually train men and then 
let them get away, and they get away because they have done their 
hitch and learned a trade. Then they go out and work for Philco or 
somebody and make more money. There is about only 15 percent re- 
enlistment in the services and no business can thrive on that huge 
turnover. 
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Senator MALone. You are talking about a life work 

General Fruuers. | am talk he about inducements to keep the mei 
n the service for 20 vears, and offer them a decent retirement with 
better pay and living conditions now, and you could cut down on your 
armed forces, | should say, two and a half million men, would give 
a very well balanced air, land and sea force. Surface forces are 
still essential. but the an the preeminent weapon, because nothing 
can eXIst on the surtace without the air covel 


Senator Martone. What would you use tli md force for? 


L 


Gel el l I ELLERS I deft na the | wwses from wl ch you unleash alr 
power. I would not engage the Red army anywhere in Asia or Europe 

Senator MAton You are not talking about a land my as such. 

Greneral Fruurers. Its rok is changed. It is Just as important as 
ever, lt ridiculous to en\ sage a mass combat wit the Red forces, 
because they will always outnumber us. Moreover, we cannot supply 


our overseas forces unless and until we build air supremacy. 

Senator Matonr. In other words, these would be trained ground 
forces. 

General FELLERs. Professional services. 

Senator Martone. To protect the bases and those bases would be 
in the United States and Western Hemisphere, and not further away 
than South Africa. 

General Feviers. It would have to be bases you can defend. You 
can defend Iceland. 

Senator Martone. That is closer and really in this hemisphere. 

General Freviers. We cannot defend bases in Europe under our 
present program. 

Senator Matonr. You cannot defend bases outside of this hemisphere 
unless it isa limited area in southern Africa if I add up your testimony 
correctly. 

General Fretirrs. No, sir. I think in southern Morocco you can 
have bases outside of the range of enemy fighters and light bombers— 
in this ease they could be defended. 

Senator Martone. If you control the air over southern Morocco you 
can protect the base. 

General Fruuers. Yes, and you could do it with few fighters be- 
cause the only thing that could come after you would be the long 
range bomber. 

Senator Matonr. What would make it necessary in your opinion to 
control an airport in Morocco if you are not going to try to defend 
Europe from there? 

General Fetters. You need as great a dispersion for your air bases 
is possible. If you can defend that base reasonably well, I think 
vou should. I do not know how you would supply it. 

Senator Martone. How would you supply it? 

General Fetters. The submarine menace would be very great. But 






lefense is conceivable. I would not say you could not do it. 
Senator Martone. Could you supply it with any reasonable losses, 
nd why would you do it if you did not have to secure something out 
of Morocco? : 
General Fruers. It is not a very good location. I think it is con- 
( vably possible to defend it. 
Senator Martone. What you are really saving is that if we go about 
this sé nsiblv we can defer d t] e Western Hemisphere, we can trans 
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port any material to the United States from any portion of the 
Western Hemisphere with reasonable losses if we plan properly. 

General Fetters. That is correct. 

Senator Martone. The availablity of anything outside of the West- 
ern Hemisphere might be according to General Johnson’s testimony— 
he 1s an assistant to Mr. ‘Thomas, who in turn is one of the chief 
deputies under Secretary Wilson—problematical, but I do not want 
to try to quote him accurately. 

General Friiers. I would nearly say that. I think you could get 
something in. 

Senator Matonr. The reason I am pressing in this particular sub 
ject is that the material, if we charged all the losses of the ships 
and manpower to the ore that we secured from South Africa, the 
costs per ton would be unbelievable besides the loss ot life involve a 

General Frvurrs. I think that is correct. 

Senator M \LONE. SO you would measure youl costs ineludin 
against the cost of cetting if elsewhere, would you not ¢ 

General Frturrs. Yes, sir. 

Senator Matone. And then if you could become self-sufficient 
the Western Hemisphere for war by a sensible outlay and plan of 2 
or 3 or 4 or 5 vears ahead, would there be any other reason why you 
would of necessity have to maintain bases in South Africa ? 

General Fre.iers. No, sir. I say this next war, if it comes, and I do 
not Say it is imminent, will be decided quickly. I believe the outcome 
will be decided in a matter of weeks. The one who wins the battle of 
the air is going to be able to do what he wants to do later on the ground. 
There is no question about it. If our Air Force is knocked out, I do not 
believe, and I think no one would claim that our industry could re- 
cover sufficiently to create a new air force during the enemy bombard 
ment that would come. So we have to win this initial battle of the air. 

Senator MALonr. Suppose we were prepared and could protect our 
air bases in the United States and in the Western Hemisphere, and 
were unable to knock out our potential enemy, which is perhaps 
Russia, right away, and we could get the materials in the Western 
Hemisphere to continue our industrial activity—I am trying to lay 
down a condition under which it might be necessary to maintain our 
industrial requirements for quite a while. 

General Frevuers. Yes. sir, it might. If we win the battle of the air. 
however, we will clean up the submarine menace, because you can take 
out its bases. The reason you cannot get at the submarine menace 
and knock it out initially is that they will have control of the air over 
their bases. But if we have control of the air over the European waters 
or gain that control after the Red air force is defeated, it is just a 
question of a very short time until you knock out the bases of the 
submarines, and they are finished. 

Senator Martone. What is the range of a submarine from its base? 

General Fetters. I could not answer that. I am advised reliably 
by naval officers that submarines can operate effectively in the Carib 
bean and they would have to come from the Baltic. 

Senator Martone. That is several thousand miles. 

General Frevuers. Yes, sir. 

Senator Matonr. Would they have to fuel some place in that area / 
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General Fretuers. They would endeavor to do that but if we have 
control of the air, we would be very stupid to let them have any supplies 
there. 

Senator Manone. But they can come there without refueling and 
go back. 

General Fetiers. Yes, sir. 

Senator Martone. There is no reason to suppose that while we are 
making atomic energy submarines that there might not be something 
like that in Russia. 

General Fetters. They are not far behind us, I imagine. 

Senator Martone. They could go any distance or around the world 
several times. 

General Freturrs. I do not know. 

Senator Martone. Fuel does not take up that much room and there is 
no oxygen required in the fuel, so they do not have to surface. 

General Freutiers. That is right. 

Senator Manone. And they can maintain a speed under water where 
submarines of the past have had to lie still after a reasonable spurt 
under water, and they come up to recharge their batteries. I do not 
have the experience or the knowledge, so I am more or less asking a 
question. 

General Fetters. I think that is generally true. I am not qualified 
to compare the present-day submarine with the atomic submarine. 

Senator Martone. What would you say would be the number of 
men we need in the armed services properly trained and paid like 
you suggest ¢ 

General Fetiers. Considerably under 3 million, sir. I should say 
21% to 2.7 million would be ample. 

Senator Matonr. 2,700,000? 

General Fetuers. Yes, sir. If you had 10 airborne divisions I am 
sure they would be equivalent in striking power or holding power of 
the 26 divisions we have now most of which are riveted to the Rhine 
or riveted to South Korea. 

Senator Mavonr. All of these divisions of foot soldiers that are 
protecting our bases would also be airborne so you could move them 
from one base to another? 

General Fetiers. Yes, sir. We have today 100,000 men in uniform 
in transit all the time. This is a big army, of no value whatsoever 
while it is in transit. 

Senator Matone. Is that a considerable expense ? 

General Frtiers. Of course. 

Senator Martone. What do you think you could do in constructing, 
eall it a B-52, as you have already designated our best plane, as to 
number and the cost ? 

(ieneral Fetters. You get so many stipulations from the airmen 
and the manufacturers that I have never gotten a figure. But let us 
assume that they cost, say $6 million apiece. In a 3-or 4- or 5-year 
program, we could buy 2,000 without any great effort. 

Senator Martone. Do you think that would be sufficient to do the job? 

General Fetters. Yes, sir: I do. 

Senator Matonr. How many fighters would you need ? 

General Freitiers. The Russian has 3,000 interceptors in Russia on 
the line, ready to go with crews. We need more than that. I should 
sav 5,000. 
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Senator Matonr. What do they cost? 

General Fetters. Three or four hundred thousand dollars apiece, 
I guess. Perhaps itis halfamillion. I donot have that information. 

Senator Martone. Have you ever added up the cost of preparing for 
a war and conducting preparations over a period of years, say 5, 10, 
or 15 years, as annu: il cost ? 

General Fetters. No, sir. I have done it for 5 years if you switch 
to air as a preeminent arm. It could be done for $30 billion a year 
for national defense, but you would have to pare down on your surface 
forces, and stop foreign aid to do it, which we ought to do. 


Senator Martone. There have been many excuses for foreign aid, 
dollar shortages and all. Some of us have made the suggestion that 
the dollar shortage is a sort of misrepresentation. Any nation that 


fixes a price on its money above the market price, Congress comes to 
their rescue. We could take their mone y for purchases at the current 
rate of world exchange, take credit, and in whatever we buy from them, 
take a debit. 

General Fetters. Yes, sir. I imagine they wonder why we do not. 
I know I talked to a Yugoslav here in the Yugoslav Embassy and he 
asked me the question, “Why do you people want to give all this away? 
We have things you need. We can’t understand why you don’t charge 
us for it. We want your aid and like it, but we don’t understand why 
it is free.” I could not expl: Lin it to him. 

Senator Matonr. Have you ever given consideration to the matter 
of conducting foreign aid that would continually encourage invest- 
ments of venture capital or business inves eee . “a Nation to 
maintain over a period of years, whether it is ),15, or 50, a maximum 
production in this Nation ? 

General Feiurrs. I have given it some thought, but I do not feel 
qualified to make a statement on it. My background is not good 
enough. 

Senator Matone. You do not think that it encourages us to main- 
tain our top production in this country allowing nations to ship in 
free of any duty or tariff or any evener of the wage standard of living 
between here and abroad any material that is in competition with our 
own, do you? 

General Fetuers. I think we have to have some protection. Lread a 
study not long ago that the British were complaining about our high 
tariff, and the study claimed that the tariff was on ly 5 percent of our 
imports, whereas the British tariff was 25 percent of their imports, 
and they are the ones complaining. I think this idea of free trade is 
overworked. 

Senator Martone. It seems that many American firms want to go 
there now and make their investments and ship the stuff into this 
country, and they think it would be a very profitable investment if 
there was no charge and they could get cheaper labor there. But if 
what you say is true, that this material would not be available to us 
in wartime, would it be a good policy to become dependent on those 
areas ¢ 

General Feturers. I think not, although I think this foreign 
strategic material is also overdone. Germany fought a long time in 
the last war, from 1939 to 1945, and she was blockaded except for iron 
ore out of Sweden. 
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Mato! M ALONE. She d dl it principally on synthetics. 

General FELLERS. She did. So TI think the idea that we have to 
occupy the world—we have troops in company strength or greater in 
49 countries or areas of the world—I do not think it is necessary for 
our survival. I think the re are many substitutes that we would be 
just as good in finding as the German. The German had very little 
uatural oil or gasoline. 

Senator Maronr. What do you think we should do with those foot 
armies in those 49 different nations ? 

General Frevcuers. I think we should bring them home, sir. 

Senator Martone. Do you think that would spoil the psychology we 
built up that we are send gy our troops ovel there to encourage them 
to train their foot armies’ You do not think that would have a bad 
( Te 4 

General Fetters. I believe if we controlled the air and the sea, and 
make the provisiol s in peacetime to do it that that is the greatest 
contribution that we can make to our friends anywhere in the world. 

Senator Martone. Bring our foot soldiers home and tell them if we 
are able to protect them unde any condition that airpower is the 
answer, and we cannot maintain both. 

General Freuiers. If the natives in any area of the world that we 
might be willing to help defend are unable to furnish ground troops, 
we will have to let them go. 

Senator Mavonr. If the war started while they are there, what 
would happen? 

General Freiuers. It is our pose, y to intervene. The State Depart 
ment has a bulletin published in 1952, which says that there are no 
more sidelines for war, that the sti way the U nited States can st: LV 
out of war is to prevent war from hap ypening, and war anywhere in 
the world is our business. So our policy is to participate in any war 
that starts. 

Senator Matone. Then your testimony is that the way we are pro 
ceeding is not the way to stay out of war. 

General Friiers. No, sir, nor is it a way to win a war if it comes. 
Our effort is diffused, very badly diffused. 

Senator Maronr. General, I hold in my hand a map marked “Amer 
ican Airbases.”” Would you explain this map for the benefit of the 
committee and you may submit it as an exhibit if you care to. 

General Fetters. Yes, sir. This is a polar projection map, which 
vou have handed me, and it is showing that Europe is not between 
the United States and Russia as is generally supposed from looking 
at a mercator map, which is not very accurate, especially as you move 
toward the north or south pole. This map shows that the Russian 
bases in the Arctic are literally on top of Canada, and the United 
States. It shows that it is closer from Red bases opposite Alaska to 
our industrial area in Detroit than it is from bases in Central Europe. 
In other words, Russia does not have to capture Europe to get airbases 
from which to strike the United States. Russia already has suitable 
bases inthe Arctic. 

Senator Martone. Are you telling the committee that if we are at 
tacked by Russia, it is not likely to be through Europe? 

General Fetters. The nearest and best route, and the one most likely 
to be ungaurded is the route over the polar cap, and of course that is 
where the bombing attacks will come ey 
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Senator Matone. Not through Asia or Europe? 

General IE_uers. No, sir, Russia does not have to have bases in 
Europe. The bases opposite from Alaska which the ry already have 
and are operating today are just as close to Detroit as the westernmost 
portion of France. The — has been sold to the American people 
through slogans like ‘‘We Can’t Stand Alone” and “If Europe Falls, 
We are Next,” and “We a Have Allies’, which are not essentially 
sound. I believe in allies, and all we can get, but we have no ally 
that can contribute to airpower except Great Britain. Therefore, al 
lies are only good for cannon fodder, and no matter how many we 
have, we will never get as many men in Europe as Russia can throw 
against us. 

Senator Matone. In other words, you are telling us that the slogans 
in national defense are compal able to the siogans on Gomestic economy 
like dollars shortage and reciprocal trade. 

General Feviers. Yes, sir, I think they are misleading. 

Senator Matonr. And “Trade, Not Aid.” We have sort of run 
our country on slogans for about 20 years, have we not ? 

General Fetuers. Yes, sir, there is another slogan that has a fallacy 
in it, and that is every dollar spent in Europe is defending us. The 
only way Russia can strike us is with bombers and submarines over the 
polar cap and by sea. We can be hit by the Red submarine and 
bomber, regardless of the outcome of a war in Europe—favorable or 
unfavorable. 

Senator Matonr. We could lose our own country and win the one 
in Europe. 

General Fevters. We cannot win in Europe, but if we did, it would 
not affect Russia’s ability to strike us. 

Senator Martone. It would not affect America even if we won in 
Europe. 

General Feiiers. A dollar spent in Europe’s defense does not nec- 
essarily help defend us, 

Senator M ALONE. This map will be filed as exh bit No. A: 

(The map referred to was marked “Fellers’ Exhibit No. 1” and 
filed with the committee. ) 

Senator Matone. Suppose we had enough troops over there, and 
Russia allowed us to service them and did not take Kurope, and came 
n and took the United States. 

General Fretiers. That might happen, and Europe would be de- 
lighted to be neutral. If we are attacked by air I cannot believe that 
the European powers are going to attack Russia on the ground. 

Senator Martone. Then we could get away from all of this by just 
moving to Europe. That is more or less facetious, because they ‘could 
take Europe the next morning. 

General Fretirrs. No, sir. I would like to comment on that. Europe 
is not the enemy of Russia today. We are the only country able and 
willing to challenge Russia. If she can get rid of us and knock our 
industry out by submarine and air, she can do anything she wants in 
Europe later. So this idea that Europe is in danger, and we are not 
n danger is very wrong. 

Senator Mautoner. You think really we are the ones in danger? 

General Fetiers. We are the ones they are after. Russia did not 
build these 1.000 TU-4 bombers that can fly 5,000 miles to strike Eu- 
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rope, because Europe can be struck with twin engine jet IL 28's, of 
which the Reds have plenty in Central Europe. 

Senator Mavoner. I have in mind a book entitled, “Sink ’em All,” 
written by Vice. Adm. Charles A Lockwood, and on page 378 he says: 


With an initial foree of only 57 submarines at the outbreak of the last war, 
Germany nearly succeeded in isolating England before we came to her aid, and 
imperiled not only our supply lines to European Allies but, by inflicting upon us 
serious losses in tankers, gravely interfered with our flow of oil from Texas, 
Mexico, Aruba, South America, and the Middle East. 

What untold havoc could Russia wreak upon us with a starting force of 1,000 
modern submarines—or even with her present force, variously reported to be 
between 250 and 350 boats 


How many did you say you believe they have? 

General Friirrs. The published estimate is 350. It is essentially 
the same figure. 

Senator Martone. This was published in 1951. Continuing to read 
from Lockwood’s be 0k : 


That could be the general situation confronting us at the outbreak of a new 
world war; a situation in which we could ill afford to move a ship, a gun, a 
soldier or a ton of freight to the aid of our Allies of the North Atlantic Pact 
or to start an offensive until we had cleared the seas of the deadly menace of 
enemy submarines, 

Now, let us consider the special situation which might confront us at that 
same time—a repeat Pearl Harbor attack delivered by submarines using 
atomic weapous—an attack which might lay waste many of our coastal cities and 
installations, and deal an almost fatal blow to our ability to make war, or even 
to defend ourselves 

Such an attack would present no great problem to a first-class submarine 
force—and we must not forget that our most probable enemy is being tutored 
and guided by submarine experts and scientists from the same nation which 
has contributed most of the modern improvements to the elementary submarines 
built by our own American inventors, Holland and Lake. 


I have a letter from Vice Adm. C. A. Lockwood, United States Navy, 
retired, dated November 17, 1953, attaching a brief that I will not 
read at this time. I will simply make ita part of the record at this 
point in your testimony, since it covers the same points. 

(The letter and statement are as follows:) 


Drak SENATOR MALON At the request of Mr. Jerome S. Adlerman, counsel 
for your committee, I am submitting by enclosure herein a hasty study of the 
problem of protecting sealanes which must be used by shipping of the United 
States and her allies, in the event of a third world war, for the purpose of sup 
plying strategic and critical materials to our war industries. 

You realize, I know, that volumes could be written on this subject and that 
extensive chart study is essential to arriving at correct conclusions. However, 
I am glad to give you my observations and opinions based on the following 
service in World War IL: 

February 1941 to March 1942, Naval attaché, London. 
April 1942 to February 1943, Commander, submarines Southwest Pacific, Perth, 

Australia. 

February 19438 to December 1945, Commander submarines Pacific, Pearl! Harbor 
and Guam. 

My statement has not been submitted to the Navy Department; however, since 
your committee is empowered to subpena witnesses, I believe clearance is 
unnecessary. 


As you know, studies of this character are made by the Navy Department and 
the War College and I suggest you avail yourself of their much more careful 
and comprehensive estimates of the situation. 

Sincerely, 


C. A. LOCK WOop, 
Vice Admiral, USN (Retired) 
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DEFBNSE OF THE UNITep STATES SEA LANES IN THE EVENT or A THIRD WoRLD WAR 


In the event that the Communist nations, led by Russia, initiate world war 
III, it is my belief that in spite of existing and contemplated European Defense 
Forces, Europe and Asia will be quickly overrun. 

England, Norway, Sweden, Turkey, Greece, and possibly Spain will hold 
out. The enemy will probably plan to subdue these countries later, and will 
not subject them to heavy land offensives until Communist primary objectives 
have been secured. 

In Asia, the Middle East, French Indo China, Hongkong, and Malaya will be 
our allies, as will Japan, Formosa, and the Philippines, but India will remain 
neutral—probably favorable toward Russia. It is to be hoped that Britain will 
be able to retain its naval base at Trincomalee, Ceylon 

Russia’s primary objectives in Europe will be the channel ports and iater the 
Scandanavian ports from which to operate her submarine fleet, estimated in 
Jane’s 1951 at 360 to 370 vessels. 

In Asia Communist primary objectives will be the ports of Penang, Saigon, 
Hongkong, and Singapore for use as submarine bases. Penang was an impor- 
tant base and exchange point for German and Japanese submarines in World 
War II. 

None of these objectives should be too difficult to attain 

Thus, at the outset of war, effective sea communication with Europe, Asia, 
and the Mediterranean will be denied us by Communist submarines, air and land 
forces. They also will attempt to deny us vital supplies of oil from the Middle 
East and manganese from India by political means, by invasion or by submarine 
and air attacks. 

What position Egypt will take is anybody’s guess but whichever way she goes, 
use of the Suez Canal will be rendered hazardous, as in World War II, by enemy 
bombing and mine laying. 

Communication with and supply to England will be. more difficult than in 
World War II due to the larger number of submarines available to the enemy. 
For the same reason, convoys supplying our own bases in Spain and North 
Africa, assuming that these bases have not been overrun by native troops, will 
require heavy antisubmarine and antiaircraft protection 

Following the pattern of World War II, after the enemy has obtained Bay of 
Biscay submarine bases, our sealanes through the Caribbean and along the 
Atlantic coast will come under attack. Our antisubmarine forces at the time we 
entered World War II were pitifully inadequate and/or required for convoys 
elsewhere, hence Allied losses in merchant shipping in those areas were heavy 

Since strategic supplies from South America, the Panama Canal, and the 
Gulf of Mexico make the Caribbean-South Atlantic coast route one of our most, 
if not the most vital sealane, its protection by ships, submarines and aircraft 
must be provided before the outbreak of war. Many suitable bases are available 
Charleston, Bermuda, Key West, Guantanamo, to name only a few 

Shipping from the Congo region, South Africa, and the Atlantic ports of South 
America will not at first require escort but when enemy submarine bases are 
secure in the Biscay area, these ships must be assembled in convoys—probably 
at Para, Brazil, and escorted through the Caribbean and up the south Atlantic 
coast. Provision of adequate antisubmarine forces equipped with the latest in 
sonic, supersonic and radar gear should make this route secure 

In World War II one of our most vital sealanes passed south of Australia 
across the Indian Ocean and up to the ports of India, the Red Sea and the 
Persian Gulf. Petroleum from Iraq, Iran, and Saudi Arabia will be even more 
important in world war III than it was in World War II and I am informed that 
about one shipload (5,000 tons) of manganese per day will be required from 
India. 

Protection of this shipping will be a tremendous job. During World War II, 
surface forces under my command at Perth (Fremantle) consisted of two Aus- 
tralian, two Dutch and one United States cruisers, plus two Australian and two 
Dutch destroyers. These ships were totally inadequate for escorting the volume 
of shipping which flowed past our door and most merchant ships had to proceed 
unescorted. 

Fortunately, losses from Japanese submarines and surface raiders were not 
large but in world war III, with larger numbers of enemy submarines available 
and with the threat of air attack from southern Asia and the East Indies, it will 
be a different story. Large numbers of surface escorts and escort carriers will 
be essential and bases will be required in Australia, Ceylon, the Persian Gulf 
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and in the East Indies, if the Indies are in Allied hands. Our bases in 
Philippines can assist in antisubmarine work against submarines passing throug! 
the South China Sea and in bombing enemy bases in Southeast Asia but the 
re too far from the Indian Ocean to assist in convoy protection 

frade with the East Indies will depend upon who holds them and the enemy 
bmarine and air opposition. Darwin in North Australia and Davao in 
Mindanao would be our best bases from which to cover such trade routes. 

The sealanes from Australia to the west coast of the United States will not 


require much protection. Japanese submarines did sink a few ships east and 
even south of Australia but they operated from bases in Java or from New 
Britain and New Ireland and I do not believe the Communists can overrun the 
{ » places last named 


Mur shipping lanes from the west coast to Alaska and the Aleutian Islands 
require antisubmarine escorts, since Russian submarines based at Petro 
paviosk, Kamchatka, have only about a 2,100 mile run to reach the Gulf of 

ka. The Reds will probably take Kiska, Attu and Shemya early in the war 
lich will put their submarines only about 2,500 miles from San Francisco. In 
Vorld War IT a few Japanese submarines, based in the Aleutians, operated as 


ir south as Santa Barbara. Enemy aircraft based in the Aleutians will add 





to the threat against our Alaskan sealanes 
Protection of the remaining sealanes considered herein—those to the British 
Isles and those penetrating into the Mediterranean, obviously will require 
operations more intensive than those required at the outset of World War Il due 
the larger number of enemy submarines available 
One of Russia’s major objectives will be to isolate England and knock her 
it of the war The Germans nearly succeeded in throttling her supply lines 
in World War I and World War II Whether the Russians can achieve this 
objective will depend upon the number and efficiency of her submarines and 
nger range planes, and upon the effectiveness of our countermeasures 
As you know, our antisubmarine vessels, escort carriers and patrol planes 


re able eventually to whip the German submarine menace but our losses 
vere terrific—about 25 million tons in World War II 

No Allied submarines were used in the Battle of the Atlantic except for a 
few British along the European coast Thus Allied forces were free to attack 
every submarine encountered. However, it is anticipated that in world war 
[11, recognition signals between submarines and other types of craft will have 
een perfected, thus permitting the use of killer submarines in protection of 
ur convoys. In addition our midgets—just now introduced to the United 
States Navy—will be invaluable in destroying enemy submarine bases by the 

of atomic mines 

\s to the Mediterranean, assuming that Italy, France, and Yugoslavia are in 
enemy hands, the probability of total loss of slow or medium speed merchant 

OVS will be too great to risk Britain did manage supply and reinforcement 
ps to Malta in World War ITI but each such trip was practically a major 
yperation and accompanied by considerable losses 

We also managed to punch through with invasion forces but we should not 
attempt such operations in world war III until our antisubmarine and antiai 
forces have attained great strength 

In estimating the above situation as to the protection of Allied sealanes, I 
have assumed that the efficiency of Russian submarines is at least as great as 
that of the Germans It is reported and undoubtedy is true that many German 
submarine experts have willingly joined the Russians or have been drafted by 
them. With German instructors the efficiency of Russian submarines should 
improve, but actually we may be overestimating the effectiveness of these craft. 
British officers who served with or in Russian submarines at Murmansk and in 
the Black Sea have told me that their equipment was not modern and their 
state of training and attack technique was of the vintage of 1914. 

We know that they have German types XXI and XXVI. These are snorkel 
equipped and have high underwater speed. They did not get into World War II, 
which was lucky for us. The best defense against these vessels will be our atom 
powered submarines of the Nautilus and Sediwolf type. We must have many 
more of these. 

I was also asked to give my opinion as to our ability to defend the Western 
Hemisphere 

I believe that our ability to defend the Western Hemisphere depends entirely 
upon our ability to retain command of the sea and the air above it. No invasion 


} 
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force can advance against superior sea and airpower, and I do not believe that 
invasion of the United States by air is feasib¥e at present 

If our production centers and oil supplies are destroyed by bombing or other 
wise, the mobility and eventually the ammunition supply of our navy and ail 
forces would be destroyed. Then, and only then, would sea or airborne invasion 
be possible. 

(Signed) CHARLES A. LocKwoop, 
Vice Admiral, USN (Retired 

Senator Matone. Anda map showing American airbases with heavy 
broken lines are vulnerable to Red fighter, light bomber, and airborne 
troop attack. That will be exhibit 1, and appear along with your 
testimony, since you have tied part of your testimony to the map. 

And a report, Antisubmarine Summary, United States Fleet, show 
ing the operations by years from 1942 to the end of World War I] 
and this has a great deal of interesting and pertinent information— 
but on page 43 there is a table under the heading “Merchant vessels 
lost worldwide, 1942, all causes.” We will make that a part of the 
record at this point. 

(The table is as follows :) 
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Senator Marone. General, your testimony has been very pertinent 
and important to this committee. As I understand your testimony, 
it adds up to the Western Hemisphere being the only reliable source 
of critical materials in time of war, that you can defend the Western 
Hemisphere, that there is a possibility of controlling the air over parts 
of Africa, especially the southern part, and while losses might be 
great if it were absolutely necessary, it probably could be done, if we 
would start within a reasonable time to put the emphasis where you 
think it belongs and build the proper national defense, both defensive 
and offensive craft. I would appreciate it if you would sum this 
up for the benefit of the committee as to what you do think about this, 
and also something about the numbers and types of planes and other 
defensive material, radar and guided missiles, and if you care to, some 
thing about the overall cost of such a procedure, because after all i 
is that balance of the cost both in money and lives that Sannin 
the procedure. 

General Friters. Thank you, sir. I want to say about Europe that 
it may appear that I am not interested in Europeans and want to 
abandon them. That is not the case. My conviction is that we have 
already abandoned Europe by superimposing upon Europe a defense 
program which will not work and that is to my mind wanton abandon 
ment. It has been clearly shown in the last war that neither ground 
forces nor sea forces are effective without cover of air over them, and 
in many instances they cannot survive at all without air protection. 

Therefore, we have set up in Europe a surface defense program 
without having made provision to control the air over this area, which 
means that we cannot supply our forces even if they did hold. If we 
had enough troops in Europe from our allies so that Russia could not 
win on the ground, we would still lose unless we controlled the air and 
were able to supply Europe from the United States. That is impos 
sible without air supremacy. (See p. 568.) 

There are two great threats to America, and primarily our defense 
force should be to defend us, and these two great threats are the 
submarine and the long-range bomber. They are both devastating 
threats, and they are a challenge to our defense forces. The air threat 
can be met only by airpower. The best defense against it is the long 
range bomber which can take out enemy airbases and facilities on 
the ground, and aircraft on the ground and destroy the enemy in- 
dustrial war potential. 

The defense against the Red submarine is a combination of air and 
surface vessels. I presume it is entirely in the hands of the Navy, 
which will need considerable funds and training to develop the tech 
niques to handle this menace. It is a very worrisome menace. 

The ground forces are now committed to the defense of Europe, and 
if war comes and the Red army strikes in Europe those ground 
forces will either be wiped out or taken prisoner very quickly. So 
since we cannot meet the Red army numerically, and we are unwilling 
to sacrifice our youth by the millions against those Communist hordes, 
the role of the Army should be one to defend bases from which air- 
power is unleashed, and the role of the ground forces in the Navy 
should be to defend Navy bases from which seapower is unleashed. 
That being the case, air has become the preeminent arm, and the 
ground forces are entirely in a supporting role, and the Navy partially 
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in a supporting role to airpower in that it defends bases and supplies 
bases overseas for airpower. 

The idea of splitting the budget three ways and making lavish gifts 
to Europe and other areas for their own defense is preventing us from 
building air supremacy. You cannot blame the Chief of the Army for 
wanting all the budget he can get, because he is responsible for a job in 
Europe, and he does not have enough means to do it. You cannot 
blame the Navy for wanting all they can get out of the budget because 
they have to support this Army in Europe and they know the obstacles 
are greater than ever. 

After the Army and Navy get all the budget they can, then there is 
not enough left to build air supremacy, so we need a formula, a new 
concept to build American air supremacy. Do that without destroy 
ing our economy, and it can be done without destroying our economy 
We have to pare down on the expel nditures for the surface forces both 
in personnel and equipment, and we have to stop foreign aid and we 
have to build this Air Force, and we have to do it to survive. It is 
that essential. 

It would appear that this new administration, after cutting the Air 
Force nearly 6 billion initially, has now changed its mind, and is 
adopting a program to build airpowe r. The program they have is 
not as big as the one they cut, but it is better th: an the deep cut they 
made initially, which was down to 110 wings. It is now up to 137, I 
understand. That is a step in the right direction. And the reduc 
tion of ground forces and naval personnel also is a step in the right 
direction. If universal military training comes up, it should be 
killed immediately. There is no way we could waste our money faster 
and get less for it than to have universal military training. As I said 
before, the services are already full of untrained men, and we need 
professional men for this type of war that we face in the future. We 
need men who will reenlist and to get them to reenlist, they have to have 
more inducement than they have had in the past. 

Their pay must be better, living conditions better, and the retirement 
features better. With increased inducement, I helieve a volunteer 
system would provide the personnel we need, say, for 2144 million men 

1all the Armed Forces. This would free our vo uth from the P resent 
obligation of universal military service for 2 ve: irs. Inthe lone run it 
would save us money because we train people and turn them out res 
then train green men, and are constantly engaged in it. It takes an 
enormous overhead, and just as they are trained, we lose them. 

A great deal is mentioned in the press about the radar screen. 
Some people get the idea it isa defense. Itisin no wiseadefense. At 
best it is an alarm of a few hours. We have to have this radar screen 
and a reasonable outlay for it. On the other hand, we must not be 
misled that it is a form of defense. It is not. It is just an alarm. 

With relation to guided missiles, I am not an expert on that, but we 
must follow wherever our science and our development takes us. 
It is quite possible that the trend will be away from piloted aircraft, 
and move into the guided-missile field. But wherever this research 
takes us, we have to have it. It must be the best in the world, and we 
ought to have the imagination to follow it after we are sure of our 
ground. 

Is there anything else vou would have me say, sir ? 
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Senator Martone. Yes. Just adding this up, this all adds up to the 
fact that in your opinion the Western Hemisphere is the only reliable 
source of the critical raw materials in time of an all-out war. 

General Freviers. As I said, the Army and the Navy cannot do 
their job without control of the air, and that means they cannot 
prevent submarine attacks on our shipping unless we have control 
of the air over the areas. They cannot take out the submarine bases 
without control of the air. After we vet control of the air, and the 
Red air force is gone, we can do anything we want. 

Senator Matone. You have peace, then, do you not ¢ 

General Fretiters. The enemy might not make peace, but we can 
lo anything we want anyway. We can go anywhere we want and 
lo what we want. 

Senator Matonr. Then they would be back at home or at least 

esume what we now have ? 

General Friiers. No, sir, we would do whatever we wanted. Up 
intil that time, the Western Hemisphere is the only area that we can 
lefend, and the only area from which we can have absolute defense 
for our supply. 

Senator Marone. I think that is a very clear statement, General, 
ind it agrees with the evidence that we have from other sources 
to date. We are only going into the me thods because of other testi 

ony that we will have that will coincide to your concrete statement 

iat the Western Hemisphere is the only depe ndable supply. That 
loes not mean we would not incur losses under certain conditions in 
the Western Hemisphere, but we can whip that menace 

General Friuers. No, sir. Some loss would be inevitable. Since 
World War II, fuel has been piped across some parts of our country. 
Che pipelines would be an tremendous asset for use if war would 

ome. 

Senator Matonr. You would not have a foot soldier as such outside 

f this hemisphe re except where you might establish an airbase, like 
in south Africa, or possibly as you said in Morocco or in that area. 

General Frtiers. I prefer to say it this way, sir. I would not fight 

1 American soldier on the mainland of Europe or Asia. I would do 
t all by air. 

Senator Martone. That is much better language. In other words, 
uur method of fighting in Korea, an American soldier against a 
Chinese soldier on a hillside with a bayonet, instead of meeting them 
soldier to soldier in any country where they start a branch warfare, 
you would be prepared to make it simply inadvisable for them to 
promote such a war because you would simply isolate that nation 
by attacking them at home? 

General Fetters. I could illustrate that by Korea. After the first 
year, the last 25 months, beginning in July of 1951, our ground forces 
were forbidden to launch an offensive. There might have been limited 
objective attacks in local areas, but an offensive war forbidden and 
our Army became a holding force. As a consequence, airpower began 
to play the role and did play the role that is normally assigned to 
land armies. Airpower was the sole hammering force on the enemy, 
and it did not strike him just in the front line; it struck him in the 

front line and all the way to the Yalu. Our Air Force hammered the 
enemy from the air to the point where the Chinese Reds felt compelled 
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to ask for an armistice. They could not supply their forces. They had 
plenty of troops to mass an offensive, but could not amass sup yplies to 
aad it. We « captured soldiers in Korea who were 21, months 
getting from the Yalu to the front line. The bombing broke up the 
enemy units and forced them to move as individuals at night. It was 
a new role for airpower. It amounted to a vertical envelopment of 
the enemy ground forces. That same pounding could be done against 
an enemy such as Russia “rom airbases we know we can hold—pro 
vided of course if we build overwhelming air supremacy. 

The enemy can be hammered from the air to the point that he suf 
fers the same as 1f he were invaded byalandarmy. Korea proved it. 
You do not have to fight your men on the ground in Europe against 
enormous odds—not if you have air super ior ity. 

Senator MAtonr. Or in any other area. 

General FreLuers. Yes. 

Senator Manone. I guess that was the root of trouble between 
MacArthur and the administration. MacArthur thought he knew 
how to win the war and the administration was not too anxious to 
have it won. 

General Fe.iers. They called it, preventing the war from spread 
ing—but it amounted to not winning the war. We all but won it 
anyway because of this air hammering. There is no question but 
that the ene my wi anted to stop the war. It was to his advantage to 
do it, or he would not have done it. 

Senator Maronr. Tell me for the benefit of the record in what way 
does a carrier differ from an ordinary battleship as far as attacking 
the carrier is concerned, or its vulnerability to submarine warfare or 
an atom bomb ? 

General Fruiers. The carrier can defend itself much better than 
any other vessel, because it has an air arm. It can defend itself in 
the skies in air combat, and it can also use its air against submarines. 
The carrier is the backbone of the fleet. The fleet cannot exist with 
out it. It is as assential now as the battleship was in former days. 

Senator Matone. In other words, wherever you can control the 
air, then, and you send a fleet, then a carrier is necessary ? 

General Frtuers. A carrier is necesasry if the enemy has airpower. 

Senator MaLoneg. It can be sunk by a submarine ¢ 

General Fretiers. Yes; they are vulnerable because they do not have 
the armor on them that a battleship has. <A carrier has a very thin 
skin. It also can protect. itself, and I think they can give a good 
acount of themselves on the high seas. I cannot ballees that the car- 
riers can move in on the Red air force until it is pretty well destroyed, 
because they cannot engage a land-based air force superior to them 
numerically. 

Senator Marone. It all comes back to the efficiency of the fleet 
movement wherever you can control the air. 

General Feiiers. That is right. 

Senator Martone. In the equipment that we are turning out now 
that we contracted for 2 or 3 years ago in tanks and other ground 
equipment, is that equipment still necessary component of a unit such 
as you have been describing? 

General Fetters. No, sir. I see no role for great numbers of tanks 
in defending an airdrome. Unless we intend to engage the Red 
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Army on the ground, which is our present program, we do not need 
tanks—at least not very many. 

Senate Matone. Then you would say tanks we are turning out 
right now and shipping to Europe are mostly obsolete when they are 
completed ? 

General Feiiers. A better way to say that in my judgment would 
be that since the ground forces in Europe cannot hold against the Red 
Army, it is loss of equipment. I would not say the tank is outmoded. 

Senator Mavone. [f you are going to fight with tanks. 

General Fevuers. That is right. But our war is going to be very 
short on the ground. 

Senator Martone. Then who will have the tanks that are in storage? 

General Fetters. The tanks in storage? 

Senator Matonr. The tanks sent there. 

General Feiiters. We can get no reinforcements there after the war 
starts. 

Senator Matonr. Then the tanks that are going there now along 
with other ground equipment would be captured ? 

General Freiuers. Yes, sir. 

Senator Martone. You think that the whole plan and policy of the 
North Atlantic Pact was wrong? 

General Freiiers. No, sir. I think the concept of saving Europe is 
sound, and I hate to use a big word like implementation, but I think 
the implementation is totally wrong. 

Senator Matoner. In other words, the plan under the North Atlan- 
tic Pact is totally wrong. 

General Fretuers. Yes, sir; the concept of ground defense against 
an overwhelming ground army is unsound. There is nothing in his- 
tory to disprove it. Hitler used 220 divisions against Russia. He 
had a total of 290 divisions. We could not get that many divisions 
together even with Germany helping us. Hitler failed. And the 
Red army is much stronger now than it was then. 

Senator Martone. We agreed under NATO to go to war when Eu- 
rope is in war. But our concept is that if Europe were attacked, and 
we were to go to war, we would do it by air from this continent. 

General Frrers. Yes, sir, entirely, and also from bases we can hold 
outside of thiscountry. Iceland isa good base. 

Senator Matone. I would say the Western Hemisphere which 
would include Iceland. 

General Friters. We cannot hold bases in Europe because they 
can be destroyed from the enemy air or ground forces. 

Senator Matone. Or in Asia. 

General Fre.iers. No, sir; it is most unwise to employ our ground 
forces anywhere in Asia. 

Senator Matonr. This is just a cleanup question, but if that is im- 
possible, then any raw materials that we might be receiving now 
from Greece or Turkey or Egypt or near the Suez Canal or Italy or 
Austria or any of those areas, are totally lost to us the minute an all- 
out war starts. 

General Fexters. Principally lost. In the last war the British 
could not use the Mediterranean as an east-west passage. Very rarely 
did they get a ship through the Mediterranean. And the Luftwaffe 
was not as strong as the Red air force, and the British had a vastly 
superior navy. 








566 STOCKPILING STRATEGIC AND GCRITICAL MATERIALS 


Senator Martone. Talking about our resources in the Middle East 
at the moment, we are receiving now a large amount of petroleum 
there, and they are rationing the production as a result of the imports, 
according to the testimony, in Texas and Kansas and other oil- 
producing areas. What would happen in the Middle East, in your 
opinion, in an all-out war to those very valuable and very great fuel 
supplies ? 

General Freiiers. There are no ground forces available to the Allies 
to stop the occup: ition of Saudi Arabia or those oilfields wherever they 
are, and the Red army could take them. If we had control of the 
air, we could deny Middle East oil to Russia. We could bomb the 
transport and pipelines and wells and refineries and we could deny 
Russia oil from the Middle East. 

Senator Martone. But could we secure the petroleum for our use 
here ? 

General Friiters. Not until we win the battle of the air. Then we 
can put in small troop units and defend the oilfields. 

Senator Martone. After we have won the war. 

General Freviers. Yes, sir. 

Senator Matone. How about the supply to Europe from the Middle 
East. Could that oil be transported to Europe? 

General Frtiers. No, sir. The Mediterranean would be denied 
shipping until we controlled the air. 

Senator Martone. You said in a general statement that you thought 
$30 billion annually could over a period of 4 or 5 years provide the 
necessary air, sea, and ground equipment that we would need under 
your plan. 

General Fetiers. Yes, sir; and stopping foreign aid. 

Senator Matone. Would that amount in a cut of what we are appro- 
priating now 4 

General Fetters. Our foreign aid plus the defense budget last year 
was $50 billion. This year, for fiseal 1955, I believe the budget is $36 
billion at the moment. That does not include foreign aid. 

Senator Matone. Without foreign aid. 

General Friiers. It would be more than forty including the for- 
eign aid. We spent 7.2 billion for foreign aid last year. 

Senator MALone. W hat is our ground army costing us in Europe? 

General Fr.iers. It costs about half a billion dollars a division to 
keep a division in the field. There are 6 over there, so that would be 
¢3 billion, plus a great many civilians, I do not know, 200,000 or 300,000 
civilians. I believe we are spending four to five billions in Europe 
exclusive of foreign aid. 

Senator Martone. And that would be exclusive of any of the air- 
ports or any other bases. 

General Freviers. The divisions will cost about $3 billion and our 
construction and our infrastructure and our offshore procurement, 
and so forth, which will run it up to probably $5 billion. With for- 
eign aid added, we probably have averaged the $10 billion annual ex- 
penditures in Europe recently. This should all be dropped entirely. 

Senator Matone. How many nations do we have our foot soldiers 
in? 

General Frtiers. 49 countries or foreign areas have soldiers of com- 
pany strength or greater. 
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Senator Martone. What would you estimate the cost of maintaining 
these foot armies is? 

General Fretuers. I do not know the strengths. 

Senator Martone. Do you have any idea? 

General Fetters. In Korea we have 5 or 6 divisions, in Japan 2—at 
2 cost of some $4 or $5 billion annually. Any overseas division costs 
about half a billion annually. 

Senator Matone. It would be about $4 or $5 billion in Korea. 

General Frevxers. Yes. 

Senator Matonr. You would get out of Korea according to your 
testimony ¢ 

Genera! Fetters. Yes, I guess I would, according to my testimony. 
I am just thinking that over. If we pull out now, we admit we lost 
the war. However, the security of South Korea can be guaranteed by 
American air power. Overwhelming air pte woul doubtless be a 
deterrent to future Communist ageression against South Korea. With 
this air advantage we would be fully justified i in bringing our ground 
forces home. 

Senator Martone. Whenever it could be arranged you would bring 
the Army home, according to your testimony, because you do not think 
that you could defend Korea on the ground if all-out war started. 

General Fretiers. No, sir, you cannot. 

Senator Matone. How quickly would you have to get out of there? 

General Fetters. I am thinking about as much face saving as pos- 
sible. It might be smart to keep our forces there a while longer at 
least while we are endeavoring to negotiate. 

Senator Martone. There are other things you can lose if you try to 
save your face some times. 

General Fretuters. As a principle, I would not have them there. 

Senator Martone. How fast would you have to get out of Korea 
if an all-out war started in the morning. 

Gener! Frtiters. We could not. 

Senator Martone. The boys are gone? 

General Fetters. We could not have control of the air. 

Senator Matone. You mean the boys would either be killed 
prisoners of war ? 

General Fretters. That is right. We had in re except that 
we had control of the air, what the British had in Crete. If the 
enemy had control of the air, we could not supply our forces, and 
they would have been gone a long time ago. 

Senator Matone. If we insisted on saving our troops and keep those 
boys there and an all-out war started, how long would we feed them 
and how long could we control them ? 

General Fritters. We could not get any supplies in at all. They 
could just live on what they have when the war started. 

Senator Matone. Then they would be prisoners of war or dead 
within a reasonable time. 

General Fetters. We could not evacuate them, no, sir. 

Senator Matonr. Then they would be prisoners of war or dead. 

General Fetters. That is right, yes, sir. 

Senator Matone. While we are saving our face. 

General Fetters. While we are trying to save face. 

Senator Martone. Do you think we are saving it with anybody ? 


39888—54—pt. 2——37 
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(ieneral Frnuuers. Lam not sure they are ever going to sit down and 
liscuss terms withus. Ithink they are going to stall. 

Senator Manone. General. you have made a very vooud witness. 
Your testimony clear. You have convictions and vou have expel 
ence. I would like to say to you—this has been very 

when this tran ript is ivallable, it is available to vou, and if you 


would care to take it and review it for completeness and accuracy 


lnpromptu-—th uf 


and language, you are perfectly welcome to do it, because it has been 


a very informal hearing, and it facts that the committee wants. 
General Frtuers. 1 would like to 
Senator Martone. If you could give an overall estimate of the cost 


ind the saving, I think it would be helpful; your idea, then, 1f 1t would 
be done this way, might not only result in balancing the budget, but 


SAVING a few billior a 1] i's 





following outline was later submitted for the record.) 





STATEMENT BONNER FELLERS, BRIGADIER GENERAL, UNITED STATES ARMY 
(Rh I j () I Se GRAN FOR S p NA \ ] I N 

In principle the ‘ ec ept recen nnounced || Sec ry ol tate 
Dulles | been tollo i Phat con overwhelmi aul rel ot ch 
mag e that L constitute est possible war dete 0 ‘ 
othe ind should ir | reed upon us, the striking p ed f 
enclo ira wouls 1 sustain losses if ir enemy sft first, 
and also for a sustained atomic | bing attuek—mussive retaliation—by deep 
penetration of the enemy heart la il The striking fe Is Conse | dequate 
to punish our potential enemy until his war effort has been neutralized 

The cost of cre ig and wintaining such an American air force during the 

year period, fiscal year 1956-60, is calculated to total S97 billion, or an aver 
age annual outlay slightly less than $20 billion 

STnce [tie eV I) ( Cones 1 t lise VY aoes le el Sioh or 
round combat by American force he mai Kurop ! y ul 
orces propel ild cons of a all prot highly mobile, airborne 
s it ic 1 rve I e most pa ! ( rve d be held in the 1 ted 
States. In the air estimate attached, provision is made for 15 wings of troop 
carriers This is a total of 720 planes capable of lifting 2 divisions. 

If major ground combat overseas for our Army is not contemplated, the task 
of the Navy is enormously lightened 

Therefore, the annual allocation of both the Army and the Navy for the 
period 1956-60 is placed at $10 billion This is consistent with the budget made 
available for both the Army and the Navy during the period 1949-51 just prior 
o the Korean wat This amount is sufficient for the Army to create and iin 
tain a thoroughly professional, airborne force of S or 10 divisions. The allo 


cation should enable the Navy, which is already in being, to perform its normal 


role of keeping the sealanes open and to «s velop the necessary tech iques to 


meet the submarine menace, 
lor research and development of weapons an annual expenditure of 


has been included 


» billion 
As may be seen from attached chart I the 


I combat strength, excluding troop 
carriers, of the United St: 


ites Air Force is at present only SY wings with some 
5,000 aircraft This is exactly one-fifth of the combat strength of the Com 
munist air forces. We have only 2,025 fighter interceptors of which more than 
one-half are stationed outside the United States. (Russ 
a 





ia has more than 3,000 
fighter interceptors, while England has 1,000 fighter interceptors 
respective air bases and industry.) 


Our best heavy bomber is the B-52, but it is not yet 


to defend their 


in production Henvy 
and medium bombers available now capable of striking Russia 


cent piston driven except a few hundred B-47’s. 
The cold facts are our air position is most 


are all obsoles 


unenviable, yet we dare not permit 
the Communist powers to add air ascendancy to their overwhelming ground and 
air-expansion program of. 174 
interceptors, which 
new B-52 heavy 


submarine strengths Chart I indicates an 
combat wings by 1960. It includes 4,950 modern jet-fighter 


provide a reasonable continental defense, It provides 1,950 
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rs and 675 mediu BAT mbers iis terrifi triking force would 
wide a sustained air effort against Russian airbases and war industry until 
ey are destroyed, With proper airbase dispersion it should be strong enough 
o withstand estimated losses in a surprise attack by ¢ n nist bombers 
fhe most important role of this striking force, however, is its deterrent 
wel Russia is the base fror which all Communist activities emanate 
| this base is lost, the program f r world communizition would ce apse Russia 
not knowingly take any act 1 which would lead to destruction of this base 
e heavy-bomber force provided in this estimate is sufficient to destroy Russia 
base and it would be the best possible war deterrent 
Chart II shows an estimated total defense cost for the fiscal years 1956-61 
ive The erage total cost of national defe e durit the expansion years 
$33 billion For the fiscal ye 1961 the expansion | gra would have beet 
mpleted and stabilized i cost of nerat n. Maintena p ind replacement of 
1 on annually 





r greater defense than our ] war program oO l it a saving of from 
20 billion de rs annually 
The estimate in ae no foreign aid Our Euro] ) é ¢ n 
very If we proy de sen and a supremacy, ou es should be willit to 
t n such ground forces as they themselves fee onsistent with their 
economic capabilities 
I O1 var starts Europe can 
ve ove La be d oved by bombing 
Euro] let« ent now of our strates 
fir Fore nal 
Wine ‘ 
W ing y 
} 
Total 


CHART II.—Estimates of total defense costs in billions of « } r fiscal years 


19 to 1961 ne 270% 
7 | 
W ( ( LOSE 
I | year a aes ¢ 
) 1 2¢ S] ¢ : : z ) 
57 137 1 @ ! 
58 1 
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General Fetuers. Yes, sir. We have been averaging about $50 
billion a year on security, including what we give the Allies, the war 
and so forth, and I am convinced that say $30 to $35 billion will do it. 

Senator Matone. If you could save $20 billion, you could balance 
the budget easily, and save about $15 billion taxes remaming where 
they are, considering the nonrenewal of taxes that expire in January. 

General Fetters. This would lower taxes materially. 

Senator Matone. Lower taxes and balance the budget. 

General Fe.iers. Yes, and get you real defense, which we do not 
have now. 

Senator Matonr. General, would you like to furnish us one of your 
books for an exhibit ? 

General Fetuers. Yes, sir. Id be delighted. 

(This book was furnished but is not to be included as part of the 
record. ) 

Senator Martone. It is very interesting. There may be disagree- 
ment with what you say, but whenever there is, it has to be a reasoned 
disagreement, and supported by evidence, because while I am not a 
military strategist, 1 read your book and I can see that you had 
thought through the problems that you outline. So we appreciate 
very much your appearance, and with that understanding, the com- 
mittee will stand in recess until the call of the Chair. 

(Thereupon at 1:50 p. m., the subcommittee recessed subject to call 


of the Chair.) 








STOCKPILE AND ACCESSIBILITY OF STRATEGIC AND 
CRITICAL MATERIALS TO THE UNITED STATES IN 
TIME OF WAR 


TUESDAY, FEBRUARY 2, 1954 


UNITED STATES SENATE, 
SUBCOMMITTEE ON 
MINERALS, MATERIALS, AND FuELS Economics 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
W ash ington, Bae 

The subcommittee met, pursuant to call, at 10: 15 a. m., in room 457, 
Senate Office Building, Senator George W. Malone, chairman of the 
subcommittee, presiding. 

Present : Senator Malone. 

Present also: Jerome S. Adlerman, counsel to the subcommittee; 
George Holderer, subcommittee engineer and Richard G. Sinclair, sub- 
committee, accountant. 

Senator Matonre. The committee will be in order. 

We have Major De Seversky here this morning. 

Major, we are glad to see you. I have kept track of your career in 
a general way over the years, and without a doubt you are considered 
one of the outstanding experts on airpower. 

I want you to understand the objectives of our committee. We are 
working under Senate Resolution 143, and that resolution says, in 
part, that the Senate Committee on Interior and Insular Affairs shall 
make a full and complete investigation and study of the accessibility 
of critical raw materials to the United States during time of war. It 
further says: To study and recommend methods of encouraging de- 
velopment, to insure the availability of supplies of such critical raw 
materials adequate for the expanding economy and the security of 
the United States. 

Now, that injects another factor into the investigation, a further 
factor usually not present in committee investigations. In peacetimes, 
of course, engineers and industrialists have no trouble in locating raw 
materials some place in the world. We are all fully aware of that 
fact. But this further factor is dependent upon the methods and 
efficiency of attack and defense in war. 

We have just had a sample of going through what was called a 
police action. Some of us called it world war III. When you kill 
thirty-five or forty thousand men and wound a few hundred thou- 
sand, if it is not war, it will do until one comes along. But whatever 
we call the next all-out war, cognizance must be taken of the methods 
of offense and defense. 
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Now, we have had a lot of talk about how to fieht a war and not 
make ai vbody mad enough to use the methods that they have. There 
fore, we have no real test. But after participating actively in one 

World War # being special con ultant to the Senate Military 
\ffairs Committee in World War IT, and being in the Senate through 
world war IT], it is of great interest and I think I can speak for the 
entire committee, but ce rtainly for the chairman—to determine from 
the real experts, specialists in military strategy, in what areas we can 
defend our transportation lines when the ne xt all-out war starts. 

Personally, I have no confidence in any one conducting just a 
friendly war, and not meaning it. If we get into another war, | think 
all-out war, and it will be tough. It is of little use 
to say we have a friendly Nation that controls an area 5,000 miles 

vay from the United States across a major ocean, and therefore we 


f 


have access to certain materials, if in time of an all-out war we are 
unable to reach that area. 

We have heard three men, General Wedemeyer a al Gener: al Ie e lle ‘rs 
\ hom, of course, you know, Both of these men hav » been active in 
world wars, and I consider them advanced students in their field. We 
also he ard a General Johnson, who Is under Mr. Thomas, ole ot the 
chief deputies to the Director of Defense, Mr. Wilson. 

Now, these men agree generally on one thing: that is that the 
Western Hemisphere would be the dependable supplier of critical 
materials in case of an all-out world war, and transportation of raw 
materials across either major ocean would be, to say the least, 
problematical. 

I simply say this to show you that we have started to get the neces- 
sary information for the committee to determine the area to which 
we must confine our investigation, and to make recommendations to 
the Senate to insure the availability of the necessary materials. 

All of these investigations are on a friendly basis, Major. I want 
you to understand that. We are not trying to disturb anyone in 
Government. -We are trying to help. We want to have Mr. Wilson 
tell us the areas within which our transportation lines can be pro- 
tected in case of an all-out war. 

We have invited you because we believe that you are a student, that 
you are a military strategist, that you have lived through three of 
these wars, and we need advice. 

Major, you may identify yourself for the record, and I hope you 
are not bashful about it, because we all know you have publishe d many 
works on this subject, and you have been recognized b y national organ- 
izations as being a student of these matters. So if you will, identify 
voursel f fae the record, and then just in your own way give us any 
information vou think would be he _ to the committee in its delib- 
erations to determine what must be done to have critical materials 
available to the United States of America in time of an all-out war. 
As I say, I hope you won’t be backward in stating your qualifications 
and accomplishments in the beginning, because, while the committee 
may be familiar with them, these hearings will be published, and it 
is necessary that the public know the experience behind the testimony. 

Major de Seversky ¢ 
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STATEMENT OF MAJ. ALEXANDER P. DE SEVERSKY, 
AERONAUTICAL CONSULTANT 


Major pe SeversKy. My name is Alexander de Seversky. I ama 
licensed professional engineer and an aeronautical consultant. IJ was 


born in Russia and graduated from the Imperial Naval Academy and 
Imperial lying ™ hool, L also completed i postgraduate course 1D 
aeronautics. 

| might say there ts a limit to my voice, because my vocal cords were 
iniured 1} World War 1. al dl there fore | generally use a public ack 
ystem. This is about the loudest I ean speak, 
"Senator MaLone. That is all right 

Major pe Sreversky. At the end of World War I, I was Chief of the 


ire 


Fighter Foree of the Baltic Sea. I had 57 combat missions and am 
officially credited with bringing down 13 German planes. 

After the revolution | came to this ‘ountry asa nember of the Rus 
Slal Naval Aviation Mission to the Un ted States. in July 1918, 
I offered by services to the United States, and was appointed by Ger 
eral Kenley of the Signal Corps, then Chief of the Air Service, as an 


aeronautical engineer, test pilot, and mn pector OT a reratt prod iction 


in the Butlalo district 
In 1921, I was appointed as a sper il consultant to the War Depart- 


ment and particularly to General Mitchell, whom I assisted in his 
experiments W th the bor bing ol battleships. At his request, I 
patented and started to work on the development of my two inven- 
tions: the first automatic synchronous bombsight, and a method for 


refueling airplanes in flight. 


In 1922, | formed my own company for development of my inven 


tions. which was later absorbed by the Seversky Aircraft Corp., now 
Republic Aviation Corp., of which I was president and a director for 
( years. That company was producing the fastest aircraft of that 
time for our Air Force 
In 1939 and 1940, there were differences of Opinion as to the type of 
rcraft to be manufactured by my company. I particularly insisted 


l 


oh building long range escort fiohters, because | d ad not believe that 
bombers were going to be able to do their job in daylight without 
fighter plane escort. 

Li L940, clue to this ditference in opinion, I left my corporation, So 
that 1 would be free from the confinement of business, and be able 
to fight for the recognition of airpower as a strategic military force. 
And now, having been engaged in this crusade for 14 years, I find 
myself compelled to repeat the things I said 20 years ago and to 
reiterate what General Mitchell said even before. 

Senator M \LONE. This was General B lly Mitchell ? 

Major DE SEVERSKY. Yes. In 1945. Judge Patterson, secretary of 
War, invited me to become his special consultant. I went for him to 
the Kuropean and Pacific theaters of operation to survey and report 
on the employment of airpower. 

In 1946, I represented the secretary at the Bikini atom-bomb tests 
and gave him a report of my findings. 

l am very much interested in your proceedings, because I firmly 
believe and have come to the conclusion that with the revolution in 
warmaking which IS taking place through the advent of long-range 
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airpower, our current military contentions, principles and plans are no 
longer valid. 

As a matter of fact, while the atomic bomb has added tremendous 
firepower to the Air Force, basically, it hasn’t altered anything, be- 
cause the revolution in warmaking took place at Kitty Hawk 50 years 
ago, when man learned how to use the air as a medium of transporta- 
tion. The control of this medium—1i. e., the freedom of air navigation 
and the ability to deny that freedom to the enemy—is the crux of 
modern warfare. Therefore it is not the stockpile of atomic bombs 
that will decide the issue in the future, but the superior means of 


delivery, and that means airpower. And what applies to our air- 
power applies equally to he enemy’s airpower. 
With both sides now in possession of atomic and hydrogen bombs 


and long-range aircraft, the ‘y have the ability, without regard to dis- 
tance, to attack directly eac h other’s industrial means of w: ving war. 
That condition has fundamentally altered our strategic - ture, par- 
ticularly in relation to our depe ndence on the sources of strategic ma- 
terials be yond the continental United States 

In the past, because the enemy had no ¢: \pabilities to attack directly 
the sources of our strate ric supp lies, he could do n iothing else but try 
to intercept the lines of communication and inflict a rate of attrition 
that our Nation could not support in transporting men, machines, and 
goods. 

However, with the advent of long-range air power, and atomic and 
hydrogen bombs that have the capacity to destroy large areas, | am 
convinced that the old method of trying to interfere with enemy sup- 
ply lines will be abandoned, because now it is much simplier to neutral- 
ize the strategic sources themselves. And by neutralizing the strategic 
sources themselves, you neutralize the enemy’s war machine. His 
effort on the high seas becomes sheer waste and a strategic liability. 

Though Russia today demonstrat —_ builds a great number of sub- 
marines, I wouldn’t be surprised if, at the same time, her real plan 
for our strategic strangulation 1 seeal on the Russian air force’s 
ability to strike at the sources of ‘tthtdale materials themselves. In 
that case, we may have the greatest N: avy, we may have the greatest 
merchant marine, we can have all our sea lanes open, and still we will 
face strategic strangulation, because not an ounce of strategic material 
will be available to us 

Senator Martone. Do I understand you, Major, to say that our 
sources of raw material established for many years, such as tin from 
the Malaya States, tungsten from Burma, manganese and chromite 
from Africa, manganese from India, which supplies about half of our 
»resent supply of manganese, about 850,000 tons annually, and other 


important minerals and materials from foreign sources, just would be, 


as you say, neutralized and would not be available ¢ 

Major pe Seversky. That is right. 

Now, let me give you an example. The columbite and cobalt indis- 
pensable for our jet engine production come primarily from Nigeria, 
Our industrial diamonds and uranium come from the Belgian Congo. 
Our manganese comes from India, and tin and rubber come from 
Indochina, Malaya and the rest of the Far East. So, in effect, our jet 
engines do not come from Hartford or Cincinnati. They come from 
Nigeria. 
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Qu ( borate rhe t from Oak Rida ul tually from the 
loian Congo. So do thi lustrial diamonds for the tool industry. 
Ou | doesn’t come from Pittsburgh but from India, because 
here e vet e} noane na pel ible for its production. 
() ber and tin, the tin that goes into bearings, come from the 
Far Bast. and again not from Cleveland or Cinecinnuati or Detroit. 
so actually our produ mn, Our War machine, col from the other 
of the globe. Its root re actually meht n e back yard of the 
\ And KAY t \ i ipa v to neutralize these sources 
ot rstrategic 1 I | to destrov thoss Oo 
Senator Maton By “neutral vou mean make them unavailable 
1¢ 6 
Major pE Seversky. Yes. Of course, first by intimid 1, by 


threat, infiltration, 


ibversion, propaganda, in time 


time of war they will be able to use direct me of destruction if 
necessary. 
And a lot of th in is you know, are ] uly uncertain, 
thing with revolt and Comn st propagand: They do not rep- 
] ible ul ( opel ( nal \ ib LV O1 rat oi 
nate | t ) ) 1} 
i I’ I Cue tioh avout ft { 
‘ei itor Mat Nov hat you are Vi y ry nde tand you, 1S 
that regardless of allies, regardless of their friendliness or unfriend 
| their peac ontrol of colonies or areas beyond their 
oundaries, reg rdle ot ho \ they ree tow ird us, how f1 endly 
how willing they re that we get these materials, we cannot get 
them ? 
Major pE SeveRSKY. We certainh nnot, because the enemy will 
. t hHecause | cap tv to destroy and 
itralize t 
As a matter of fact, they l destrov our ¢ nom) and stop our 
I effi re without « Opp Pr A S)) or] , b nb on ft! | I ited State by 
! pli ciestroying the a s of strategic materials to which o 1 
itary str rth is chained 
And th ( oul 3, as | iv, ave within the ene v’s backyard ind 
reachable wit . few hou ind 3 nstances within min 


et b 
MALONE. 


. } 
es, In mocern 


menator 


nd strategy of the la 


terials that we must 
nerals and mate} 
Major pr SEVERSK 

obtain 


nog and devel 
ilso fo! vy 
that is why 
ful Navy, even thou 

The idea that 


we were 


we 
acce 
valid in Nelson’s da 
atomic bombs. 


j You see, open sea 


| have nothing to do w 


The question is, « 
do we not? 


helping var 


to stratewic materials from the four corners of the world was 
y. but not in tl 


ombers. 


Major. are vou familiar with the general 


t2U vears; 1! 


y. Yes. indeed. That wa alway ; our excuse for 


. : : 
oping bases all over the face of the earth and 
ious nati ns who } ic t} e Stl {} we wanted: and 
told that we had to maintain a still more power 


a 
a 
biggest. 


to guarantee our 


was already the 
lanes 


oh our Na 


had To 1@ sea open 


day Ss of supersonic speed and 
lanes in time of war under present conditions 
ith the ease. 

available to us. 


lo we have stratevic sources or 
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[am conv mane that all the sources that are within striking distance 
of enemy air power on the other side of the globe will be lost to us, 
and we won't be able to get 1 ounce of material from them. 

‘Therefore we must de pend on the Western Hemisphere. 

Senator Martone. Well, now, Major, you have said to the com 
mittee that even though you could protect the sea lanes and had 
a large enough navy anda |] argee nough air corps to prote ct t the navy, 
to control the air over the oper: ition area, they simply would not have 
any materials at all? 

Major pr Seversxy. I didn’t say that you could control the air over 
the Navy, for the simple reason that local control of the air is a thing 
of the past. You cannot control : L pate *h of sk any longer. Either 
you control the entire air, or you cont rol ho ado. 

The idea that the Navy is going to be able to travel all over the 
world with its own umbrella of air power over it is absolutely un 
sound. 

The que tion as to who has the control of air, who has the freedom 
of air nay jwation, and who « an deny that freedom to the other side 
will from the outset be w idespread and ol bal. 

The fieht for command of the air will have to be resolved first. 
It Vi il] be the decisive issue, 

: herefore the idea that you can move anvwhere holding local con 
trol of the air over your particular unit or base, whether on land or 
sea, is illogical. 

I heard some testimony here, for example, that we will be able to 
hold the Moroccan bases. An ;: argument was eiven that since it is 
beyond the range of the enemvy’s tactical air force, and could be 
attacked only by his long range strategic air force, a few fighters will 
be able to protect it. 

Now, it cannot work only one way. It has to work both ways. 
If a few fighters can defend a base in Morocco from a determined 
attack by the long range aircraft of the enemy, then how can our 
long range bombers from Moroccan bases attack Russia, which will be 
defended not by a few fighters but by thousands of fighters? So it 
stands to reason that no base remote from the continental strength 
of a belligerent can be defended by that belligerent against attack by 
the enemy’s strategic air force. Fro m now on the only base one can 
defend is his own home base, whi 1c has the necessary industries, 
manpower, and therefore recuperative capacity. 

And what applies to the bases, whether fixed or floating, applies 
also to the remote strategic areas. 

We are told that the United States today cannot afford to provide 
itself with adequate air defense; that it is going to take too much 
money: that it will take 20 billions, 30 billions, to defend the United 
States against air attacks. So far we were promised only 1 billion for 
our Continental Air Defense. If America’s 160 million people with 
her prodigious industry cannot defend their own home base against 
the enemy bombers which we are told will always get through, then by 
what miracle can we defend some remote strategic post on the other 
side of the globe which will be attacked by the same enemy force of 
the same quality and of the same magnitude? 

We cannot defend these bases in various areas. Therefore, it stands 
to reason today that since every spot on the earth is subject to direct 
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attack b ry the long range strategic air force of the ene my, those spots 

re defenseless. Attack therefore will have to be led directly from 
the United States, and the United States is the only base that we can 
lefend on a sustained basis. 

Senator MaLone. Well, Major. we read in the papers that we have 
been busily engaged in building airfields throughout Europe and 
\frica and we are now engaged in negotiating for the same type of 
privilege in Spain. 

Are you telling us that those airbases will be useless in a short time 
ifter the war starts? 

Major pr Seversky. All those bases can be useful only for initial 
ittack. After that they will be neutralized. ‘TJ hey cannot be used fo1 
sustained operations. 

You see, there is nothing new in what is taking place today. His 
tory shows us that we are falling into the same error that many 
nations fell into in the past. We are trying to fight the new war with 
the methods and the weapons ot the past. 

In the last war, we fought with land, sea, and air teams. Our aim 
was to surround the enemy VW ith a ring of air bases around his heart 
land, and from those bases to destroy his industrial setup. 

Senator Martone. You are talking about World War IL? 

Major pe Seversky. World War II. 

Now we are trying to do the same thing. We intensify our old 
strategy rather than devise a new strategy with the new technological 
facts of life. 

We are repeating the same error the French made. ‘J hey won the 
first World War in the trenches. So, in pre poten. | — future conflict 
they went ahead and built a supercolossal tren he Maginot line 
The y took full advantage of interim technologic: ro} eian ss. It wasa 
beautiful edifice, with railroads and theaters, radio, hotels, and every 


] 


thing else. 

Senator Martone. This was the Maginot line theory ¢ 

Major pe Serversky. Of course. Like the French, in preparing for 
the next war, we do nothing new. We are simply intensifying World 

ur LI strategy, and tak ne some advantage of interim technologic il 
progress. 

Senator MALone. But you don’t think anyone else is cong to follow 
that strategy ? 

Major pe Srversky. I beg your pardon? 

Senator Matonr. You do not think our pote ntial ene my wol uld fol 
low that strategy ? 

Major DI SEVERSKY. I don’t think they will, for a simple reason, not 
because they are smarter than we are, but because their geographic 
situation is different. 

Russia is located on a self contained huge cont inent. which cannot be 
blockaded or starved into submission. Therefore Russia needs no 
navy, has no navv and fears no navy. Whatever navy Russia has is 
a up in the Baltic and Black Seas. Therefore, by virtue of this 

fact. Russia divides its national effort primarily two w Lys, airpower 
and landpower, whereas we today divide it three ways. 

If we assume for the moment that our national canabilities are 
equal, it stands to reason that we will be weaker than Russia in air 
power. We certainly will be weaker than Russia in landpower. And 
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our supremacy on the high seas, as I already state, is utterly irrele 
vant under these new and modern conditions. 

Therefore, I think a fundamental change in our strategy is long 
overdue. 

And yet, as you know, we were advised by the Pent: won spokesmen 
that there will be no fund: amental change in our strategy, that we will 
procee 1d slow ly, and these ¢ hanges will evolve gre idually. 

The troube with this thinking and reasoning is that in the mean- 
time we may be attacked and destroyed. 

Senator Matone. Let us revert for a moment to your statement that 
even if we kept the transportation lines open to the source of the ma- 
terials, strategic materials, like in Africa, South and North Africa, the 
Middle East with its oil, the Far East with its tin and tungsten and 
other metals—you have said that even if we could keep the transpor- 
tation lines open, due to the ability of the potential enemy to destroy 
these sources, to neutralize them, as you said, there woul i be nothing 
to tran port. 

Major pe Seversky. That is correct. 

Senator Martone. Now, in your opinion could we keep the trans- 
portation lines open and get a ship across without having it destroyed 
by our p tent tial enemy ¢ 

Major pre Seversky. We cannot maintain lines of transportation to 
those distant parts of the world until the question of who commands 
the air is resolved. 

If command of the air is resolved, then the outcome of the war is 
resolved. 

Senator Matonr. Then the war is over? 

Major pe Seversxy. That is right, for all practical purposes. But 
the question is how to win that air war. And to win that war, we 
certainly must have power in the air. We must have the power to 
destroy the enemy’s ability to make war. And we must so arrange 
our strength that it could not be undermined no matter what happens 
anywhere on the surface of the earth. Therefore we have to derive our 
strength from our own base, from our own hemisphere. 

And I think that we can be that strong, strong in our own right. 
If we are, we don’t have to buy and cajole various nations to join our 
side, buying them with dollars, because once they realize that we are 
strong and can protect them regardless of what threatens them, they 
will climb on the bandwagon, not only because our side is right but also 
because our side has might. 

And we must make ourselves absolutely independent from any 
strategic sources on the other side of the elobe. Because what we are 
doing now is really absolutely beyond reason. We are talking about 
creating a deterrent force. And yet this deterrent force derives its 
strength directly from the sources of strategic materials that are 
located in the ene my’s backyard. In other words, we deliberately put 
our head in a noose which he can certainly snap any time he wishes. 
Now, that is not the way to deter the enemy. 

Senator Maton. I would like to revert to our policy and the reason- 
ing behind it, in our becoming dependent on far flung areas for the 
materials and minerals that are nec aaa to fight a war. 

sut first, regarding what you have just said: We are building an 
army in Europe, a foot army. I will not revert to what I have called 
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it at different times, because I would not want to prejudice you as a 
witness, or anyone else. We have cajoled, tried to purchase, and are 
now having some kind of an international conference to have these 
European nations join us in a foot army and in other methods of de- 
fense of Europe. 

How do you think we must defend Europe, if in fact we can 
lefend it? And what effect do vou think our foot Army would 
ave there ? 

Major pe Seversky. The only way we can defend Europe is 
through the deterrent of our Strategic Air Force. 

Senator Manone. Based where ? 

Major pe Sreversky. Based here in the United States primarily, 
and partly in the British Isles, because the British Isles have a very 
powerful air force, and that base probably will be able to hold out 
for a considerable time. Because in Great Britain, as in the United 
States, they have a large population, 60 million strong, and great 
ndustry, a great aviation industry. They have recuperative power. 
For all practical purposes it is a continental base. And command 
of the air over Great Britain is not going to be so easily won by 
the enemy. 

Therefore, their cooperation with our Air Forces will be valuabl 
Outside of the British Isles, there is no base that will be able to 
eXist very long after the beginning of the next war. 

Senator Martone. What about the bases that we have been dis- 
cussing in Spain? 

Major pr Srversky. Well, Spain bases are certainly better off than 

Morocco or some other bases we have. ‘They are certainly more 
tenable than those in France. 

You see, we have a rather ridiculous situation in Europe. We 
say that we will be able to cope with overwhelming Russian man 
power by having a smaller army which will have greater air support. 

In the first place, it is problematical whether we can muster better 
air support. We certainly are not going to have larger air support 
than the enemy. But even if we had, that air force which is sup- 
posed to give support to the armies in Europe is only as good as 
its bases. And bases in Europe are only as good as the ground 
forces that defend those bases. And from the outset, we admit that 
our ground forces will be inferior. So, therefore, the whole theory 
collapses, for the simple reason you won’t be able to defend your 
bases. And with air support neutralized, possibly even on both 
sides (supposing that the tactical air forces neutralize the bases on 
both sides), the superior army is going to tell the story. So there 
is not a ghost of a chance for us to hold the Russians on the Rhine, 
no matter what is going to happen, no matter what is used, TNT 
or atomic bombs, atomic shells, atomic bullets, or atomie BB shots. 

The fact remains that the Rusian Army has a dominant position 
on the Eurasian continent and it cannot be stopped from overrun 
ning Europe, except by fear of air retaliation from another conti- 
nent; in other words, by the deterrent of the American Air Force. 
And I gather from my talks with some of the leaders of the British 
and French military forces that they realize it perfectly. They do 
realize that the strategic air capability of the United States is the 
only thing that can defend Europe. 
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But European politicians naturally look at the problem from a 
different point of view. By perpetuating the myth that Europe 
can be defended on the ground, they get all these various financial 
aids which help their economy, trade, and so on. 

So, naturally they are reluctant to refuse something given to them 
on a silver platter, although militarily it does not make any sense 
and will never work. 

Senator Matonr. How long would you judge it would take Russia 
in the case of an all-out world war to neutralize all of Europe ¢ 

Major pe Seversky. Europe? 

Senator MAtonr. Yes. 

Major pe Seversky. Well, it is very difficult to predict exactly as 
to the number of days, but it certainly will be done before we even 
have a chance to destroy Russia’s ability to make war. 

Senator Matone. In other words, they would take over the facilities 
that we have furnished those countries? Is that what you mean to 
say ¢ 

Major pe Seversxy. Well, of course, we in effect are stockpiling 
for the Russians. ‘There is no question about it. All of it will fal 
into Russian hands. 

Senator Matone. Would it be days, or weeks, or months? 

Major pe Seversxy. It would probably be within a month. 

Senator Matone. To take all of Europe? 

Major bE Seversky. Yes. 

Senator Matone. Then the money that we have spent there would 
be largely wasted ¢ 

Major pe Srversky. Well, not all the money wasted. I think a 
certain amount of help to Europe in the beginning was useful, and 
the rehabilitation of the economy was a right thing, because if we 
have a healthy Europe economically and psychologically, it would 
be more difficult for the Russians to digest Europe should it fall into 
their hands. Militarily, our help to Europe should be confined pri- 
marily to priming their own pump so that they can go ahead and 
build their own armaments, and raise their own army. Anything 
beyond that is sheer waste. 

Senator Matone. Is it your idea, then, that no nation would have 
foot soldiers outside of its own area, in case of world war LV? 

Major De Seversky. To carry a ground war across the ocean is no 
longer possible, as I already said, due to the long- range air capabil- 
ities and destructiveness of the nuclear bombs. 

Senator Matone. If we had an army there of several hundred thou- 
sand or several million dependent upon support from here, how would 
we feed that army or support it, if it is impossible to keep these trans- 
portation lines open / 

Major pe Seversky. Well, of course, the successful support of any 
ground war nowadays across the Atlantic Ocean is out of the question. 
[t cannot be done. 

Senator Matone. It cannot be done? 

Major DE Seversky. It cannot be done. 

We have a rather unique situation today. The Eurasian Continent 
is dominated by a huge Communist ground force. Now, that ground 
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force cannot be defeated | any other ground force, for the simp le 
reason that they cannot afford to allow the creation of any competitive 
ground forces. 

If the allied European undertaking starts to jell and really becomes 
menacing, [ am sure war in Europe will start, because the Commu- 
nists will have to destroy this force before it can challenge their dom- 
inance on that continent. So it would be impossible to create an army 
that can challenge the supremacy “3 the Russian Army. 

On the other hand, that my can be defeated fron 1 another conti- 
nent by destroying the incusti lal resources and stoc] cpl les sup porting 
that rt 

Senator Matone. Are you saying that the attempt to build a very 
large rend in Kurope might even hasten a war? 

Major pr Seversky. Of course. It is a natural thing. They will 
have to fight, from their point of view, in self-defense. They will 
have to destroy that force before it assumes menacing proportions, 
unless, as I say, they are restrained by a deterrent air force based on 
the American Continent. 

But under our present strategy we will never have such a deterrent 
force. 

Senator MaLone. You mean our present plans ? 

Major pe Seversky. Well, I think our strategic Air Force today 
is very well conceived, manned, and led by General LeMay, whom I 
consider one of the most brilliant air commanders of our time; but it 
is entirely too small. It isa puny air force. It will be overwhelmed 
and destroyed in its first attempt to carry out its mission. Because on 
land, sea, and air, you have to have an overwhelming quantity in 
order to go on the offensive. And we certainly cannot do that with 
the inadequate number of planes at the disposal of General LeMay. 

Senator Matone. Major, you are now approaching an estimate of 
losses. That is to say, if we try to bomb our potential enemy and their 
industry or their industrial bases, and you would have certain losses. 
Do you think they would be great ? 

Major pr Seversky. I think because our equipment for the Stra- 
tegic Air Force was conceived about 5 to 10 years back, naturally as 
the time goes on it becomes obsolescent. These p ylanes now are not 
provided with adequate firepower and electronic defenses. And it is 
a law of nature that defense eventually will catch up with offense. 
It is only a matter of time before the enemy’s electronic guided 
missiles and supersonic interceptor fighters will provide a sufficient 
threat, so that bombing is no longer going to be a simple trucking 
proposition. 

As in the past, vou will have to fight your way through. You will 
> ave to defeat the op posing defenses and neutralize them before you 

‘an destroy the industrial setup of the enemy. 

I belive it is public knowledge that the B-47 has only two machine 
guns in the tail. Five years ago that armament might have seemed 
sufficient, particularly because a theory was expounded by some that 
if a bomber flies at a speed close to Mach 1 (speed of sound), it cannot 
be intercepted. But today we know that jet fighters and rocket inter- 
ceptors of all the major powers travel far beyond the speed of sound; 

. too, do the guided missiles. 
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Therefore, our present bombers will be intercepted and will be 
attacked. If something is not done about their present military 
characteristics, naturally the losses will be appalling. We must con 
stantly improve the military characteristics of our equipment. Other 
wise, the losses will oCTOW proportionately as the defensive capability 
ol the enemy becomes more effective. Therefore. hot only are gen 
erous appropriations in order for research and developmi ht, but the 
S1Ze of our Air Lorce must be greater than is how being contemplated. 
In order to achieve this and to maintain a truly deterrent force, I 
estimate that at least two-thirds of our national effort ought to go into 
an Air Force for offense and defense until we have an adequate Air 
Force in being. 

All this talk about a broad mobilization base and what miracles 
our industry will perform after a war starts, and how much better 
it is to have marvellous aircraft on the draftine boards rather than 
a lot of inferior airplanes in the service, is sheer nonsense, The next 
war will be decided by the force im being. Our INauUstry may ve 
destroyed from the outset, drafting boards and all. Therefore we 
may nol be able to turn the crank of production as we did in the past, 
after the war started. 

Senator MALonr. Now, Major, [ want to get back to the defense of 


this Nation and the possibility of a real defense of it. But if | 
understand your te timony, if we attacked our potel tial ener iy Ww th 
bombers, the closer we get to that nation, the more nearly they have 
control of the war. In other words, if they come here, we have con 
trol. But the farther we get away, the le control we have. And as 
we reach their nation, they takeover. Isthat it? 

Major pe Seversky. That is true—until we emasculate their air 
force, until our Air Force destroys the other air force. Then, of 
course, the situation reverses, and we become very effective over the 
enemy's territory. 

Senator Martone. I am trying to follow your thinking that we will 
have oreat losses even in the beginning. 

When we reach Russia, the potential enemy, their short-range 
fighters will outweight anything we would have. Therefore, we will 
have these increased losses about which you speak. Is that what you 
mean ? 

Major pe Seversxy. Yes. That is true, unless we have a long 
range strategic Air Force in overwhelming numbers. 

Senator MALtonr. Now, then, as to the defense of the United States, 
for about 3 or 4 years we have heard a great deal of talk that we cannot 
defend this country. I have been here in Washington now the eighth 
year, and I notice that about the time it comes time for ap 
propriations, we say that we are unable to defend this Nation and 
therefore we must build bases in other places. 

What do vou think about the defense of America, if we put ow 


mind to it and build the right number of bombers? I have no idea 


now about the right number of bombers or the type, but if we put 
our minds to it could the United States of America be defended ? 
Major pr Seversky. I think the defense of the United States is pos- 
sible and will be more practical as time goes along, due to the de- 
velopment of electronics and supersonic missiles and planes. We must 
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realize that w th the hvdrogen bombs, for example, very soon the of 
fensive capability of nations will be equal for all practical purposes 

What I mean is that each side will have the capacity to destroy the 

her’s ability to make war. 

Now, if offensive capabilities are equal, then it stands to reason 
that the ability to defend yourself, absorb punishment and functior 
effectively under air bombardment, to inflict Insupportable losses upon 
the enemy’s ability to deliver those bombs—all this becomes decisive. 
So next to the Strategic Air Command (our strategic Air Force 
pr lority ought to be assioned to the defense of the United States, our 
Continental Air Command. We must protect our industrial heart 

ot only for the benefit of the United States but for the benefit of the 
entire free world, because if that heart is destroy | the free world 
won't survive. And only after we have these two Air Forces in being 
vould I spend any money on any other military ventures anywhere 


else. 

Senator Matonr. Outside of the Western Hemisphere ? 

Major pe Seversky. Our first objective is to have an invincible Air 
Force, both for offense and defense. I say when this is in being, of 


appropriate size and magnitude and characteristics, then we car 
spend our money on anv other ventures. 

Senator Martone. What you are saying, if I interpret it correctly, 
Major, is that the United States can be defended if we put our minds 
to our guided missiles and radar and bombers and fighters that we 
“re capable of building. 

Major pE Seversky. Excuse me, Senator. I don’t mean that we 

in have an impregnable defense that bombers cannot vO through. 
But we can inflict upon the enemy losses of such proportions that he 
will have to olive up the attack. 


There is nothing new about it. That is how England won the air 
D ttle of Britain. Certainly ho one can ce ' that the Germans had 
ilmost overwhelming airpowerthen. But qualitatively and tactically, 


the Royal Air Force was superior (And the Royal ‘Air Force pre 
vented the destruction of Eneland. because if d ad not allow the Gel 
mans to assume command of the British skies. 

So we have i historie example, where, 1n spite of massive enemy 
uirpower, the nation was able to survive. 

The same thing that applied to Great Britain applies today to us 
because, in terms of supersonic speeds, the Atlantic Ocean has shrunk 
to the size of the English Channel, and the same strategy applies here 
If we were to be attacked by a vast enemy striking force, and had the 
ability to inflict upon the enemy a rate of attrition that he could not 
support, he would have to give up the idea. 

Therefore, I say, while I believe that the best defense is a vigorous 
and determined offense. and the Strategic Air Command is No. 1 
priority, the No. 2 priol ity, be fore our A my, Navy, NAT ), o1 any- 
thine else. is the defense of these United States—the Continental Air 
Command, radar, guided missiles, and the rest of the defensive 
complex. 

Senator Matonr. Major, you are probably familiar with the at- 
tempt by the United States Coneress—I believe it was in 1949, or 
maybe it is In L945 ; the record will show—when we made an attempt. 
and it may hot have been the first attempt but it was a real attempf, 
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to unify the defense services of the United States. That would have 
been at that time the Army, the N avy, and the Air Force. I thought 
and I still think we laid the foundation. 

Now, I unde en you to say earlier that we are still proceeding on 


basis of trying to have three dominant services. And you do not 
believe that that is a pre actical thing ¢ 

Major pe Seversky. Sure. We still continue our strategy of bal- 
anced forces We still divide our effort roughly three equal ways. 
Look at the new budget for 1955. The new obligation authority as 


[ remember consists of $8.2 billion for the Army, $8.9 billion, or $9 
billion roughly, for the Navy, and $11.2 billion for the Air Force. 
But if you take ra consideration that out of $11 billion at least $2 
or $3 billion of the Air Force’s money will have to be spent on aviation 
In support of wie ‘for use by the Army—whic h aviation is a frozen 
asset unless we fight ground warfare—you will find that the Army 
gets more money than the Navy and the Air Force. But in any case, 
I don’t see any emphasis on alrpower whatsoever, which we were 
promised. 

I added roughly the mone y to be spent in the fiscal years 1954 and 
1955, plus the unspent balances from previous appropriations, and I 
found that we are going to spend $57 billion on the Army, and on the 
Navy $36 billion, which means for the Air loree—including the 
Continental Air Command—only $33 billion. I arived at this figure 
by transferring from the Air Force appropriation the amount that is 
being spent on air support for ground warfare, which is irrevelant to 
intercontinental air war. Viewed in this light, the bulk of the money 
is still going into ground forces. 

What kind of a war are we going to fight? It is clear from the 
Way we are spending our money that we are still being groomed to 
fight a land war, and, unless this is reversed, I am convinced that we 
are arming for defeat. 

Senator Matonry. Major, my memory is that we have foot soldiers 

n about 35 nations throughout the world. 

What do you think would happen to those soldiers? What part 
could they pl: iy ina fourth world war? 

Major pp Seversky. They are hostages. 

Senator Martone. They are lost? 

Major pe Seversky. Hostages. Sure. They will be captured—at 
best. 

Senator Matone. When we speak, looking at the record of Com- 
munist China and Russian participation with them, the matter of 
hostages is not a very nice thing, is it? 

Major pe Seversky. I should say not. We are going to lose those 
men. We won't even be able to evacuate them. 

Senator Mavonre. They might find their way to the salt mines or be 
destroyed. 

Major pe Seversky. That is right. 

Senator Martone. Then, in any strategy that you descr ibe, what part 
should the Army play, and what part should the Navy play, and what 
part should the Air Force play, and what plans should we pursue, if 
we are starting from scratch, which we probably are? 

Major pe Seversky. Well, I think T have already more or less out- 
lined it. In the first place, we ought to build, as I said, an invincible 
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ir Force that has both offensive al ad dete nsive capab lity. Lhe Army 
und Navy could be employed only in supporting roles. ‘The Army can 
ground 


ae fend the strategik ' bases and insti illations and t xploit on the 


i victory won in the air. The Navy can provide the lines of supply 
where 1t 1s pos ible, where the air is not contests d or where command 
of the air has been achieved. 

Senator MALONE. Did I under tand you to say that the lines of s ip 


y, the practical availability of these critical materials, would be the 
Western Hemisphere ¢ 


Major bE Seversky. That is what I tried to say, that the first thing 
we ought to do is to insure the safety Of our OWn base Of Operation, 
And our base of operation 1s this hem sphere, North, Central, and 


South America. South America is beyond the reach of enemy bombers 
and will be beyond their reach for some time. 

Furthermore, since enemy air attack can be led on ly across the north 
polar region, our air power and air defensive capabilities stand 
barrier between the enemy and South America. 

Senator Maronre. Are you saying that the potential enemy would 
not likely attack us through Europe or through Asia, that the attack 
would be over the North Pole? 

Major pg Seversky. Of course, because it is the shortest route. If 
you look at the map, the polar projection, you will find that with her 
present aircraft Russia can dominate most of Africa and the entire 
continent of Asia from the bases she already has. The acquisition by 
Russia of additional bases in France or Spain, should she overrun 
those countries, would not bring any other strategic areas in Africa 
and Asia within her striking radius. Her only gain would be an 
additional segment of Atlantic Ocean. Such additional bases, there- 
fore, would add nothing to her present capability to destroy the 
sources of strategic materials on those continents. She can do it 
already from the bases she has how. 

Senator Martone. And they could utilize in your opinion any sources 
of raw materials we might have in Africa or Asia or Europe? 

Major pE Seversky. ‘Those sources will be denied to us. Therefore 
I feel that something should be done without any further delay. 
I wrote an article and delivered lectures in the Air University back in 
1949, tryimg to point out that we are facing strategic strangulation 
unless we start to develop standby sources of strategic materials in this 
hemisphere, because in time of war, the other hemisphere will be 
denied to us. And yet we can have anything we need right here in 
our own hemisphere. A primary rule of war is that you must oper 
ate from a base that is protected and has the wherewithal to maintain 
and support your war machine. 

Senator Martone. Major, you are a student of these matters, and I 
am going to ask you something you may or may not have noticed or 
studied. But it seems to me that a pattern is developing here in these 
hearings from isolated events that have made us dependent on 
foreign shores ths at we cannot reach, according to your testimony and 
the testimony of other military strategists that have appeared before 
us. This therefore, would weaken us, if not. defeat us. I am still 
trying and the committee is still trying to complete this pattern. 
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{ have uid before, lon ag before we started our work with the com 

mittee, that there are two app roaches to destroy this Nation. One 
was political, which started with the recognition of Communist Russia 
in 1934. It did not start yesterday. That was the Communist po- 


litical approach, whl h has heen taken care ot pretty well by three 


congression il oOmmittees., That is. the people are becoming cognizant 
of what 1s going on and doing something about, it. 

The politic ! pproach came through the State Department, and Mr 
Hiss and others who were planted pretty liberally through some de 
p iftments, ‘I he se ond § ipproa h is the economic approach and ap 
pears to be, 1f not tarted, oa moted by Mr. White, Harry Dexter 
White, who wrote a certain letter. Che earliest one that we have been 


e to find was a me ncveiah im to Secretary of the Treasury Morgen 
| iu, which he indi ited, dl iri vo World Wat LI. that we secure our 


materials, raw mater us and other materials, from abroad. He ree 
( nded very | ily the Russ lan source, recommending that we loan 

{ i mey to ca eoeh ese materials 
As for Mr. Moreenthau. we have ‘hi letter to the President of the 
lL) ect States, effect recommend ng thie same. thing. We also have 
thie release by the President on the occasion t t he sioned the 
Stockpile A t. wherein he said that he was very reluctantly signing 
he Stockpile Act, because of its emphasis on the “Buy American” 
em} Thin 5 on developing low al sources of materials. And 


he said in so many words in this memorandum that it was not the 
policy of this administration to buy and develop local materials, but 
to save our materials and buy them from foreign countries. 

Now, peaking for che chenirmatm, at least, and I think for the com- 
] iittee, no one here believes that the President even knew the source 
of this information, but his release followed the White memorandum 

Siam 

There isa pattel n there that does not look eood. 

We ® find, then, following through on what you just said a while ago, 
that s far as you went, you are entire ly correct. But it woes further 
We now ll ont elves partially or wholly dependent on foreign 
sources of supply for our strategic and critical materials. You stated 
it in a different and, I think, a better manner when you said we were 
not manufacturing the steel in Pittsburgh but manufacturing it in 
India, that we were not manufacturing our jet engines in the United 
States but in Nigeria. 

Now, we find ourselves in this investigation definitely dependent 
upon foreign shores for many articles that you cannot fight a war 
without. We also find nani moved from a civilian economy 
largely into a war economy, in which we are importing minerals, 
petroleum, watches, machine ect and hundreds of other products 
while our own people, our own industries, are curtailing their opera- 
tions. We are appropriating more money to manufacture the tanks 
and war materials that are going to Europe to be stored there for the 
use of our Army. 

Now, to some of us that is rather perturbing. We have had no 
opportunity yet to study the evidence and come to conclusions, but 
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t is a disturbing thing to find that we are on a war economy in this 
e ountry largely, that unemp loyment would probably grow by leaps 
a | bounds i f we stopped manufacturing some of the things that 
a any people een, ire obsolete at this time. If a war started at the 
e oment, with our insufficient stockpile—this is el fied informa 
t tion, but we have all of it, and it perturbs a good many of 1 we 
ld be - pped before we started. 
Now, I want to ask you if you have any knowledge or anything you 
ld « celeiiidatthech ymmittee that would help coma te the pat- 
tern that we find slowly unfolding in front of the committee. 
: Major DE Srversky. I haven't any pecific knowledge or any sp 
l fic cases to cite, nor can | put my finger on anv particular ind dual 
r any particular action, but the whole thing does not surprise me at 
. ill. It is a natural developn ent of human conflict 


[ was in Europe before World War II, and at that time a great many 
eople were accusing the hi rench of taking bribes anda s abot: agin 
wn production and military equipment and so on, which ane did 


take place to some extent, but that was not decisive. What the en my 
lid, what the Germans did in France, was—through their spies and 
icilities—to Support In every way possible the prevailing obsolete 
iilitary thinking. Soe. were infiltr: ting policymaking department 
supporting the Maginot line strategy of stati ee 


faith in air power, waa encouraging resistance to any fundamental 
change in war plans. By sup as the vested military interests not 
only were _ y not pros ecuted, it they were even decorated with 
the Legion of Honor, because natu rully the prevailing military in- 
erests wanted every support possible to maintain the status quo as 
far as the national strategy was concerned. 

Now, the same thing is going on in the United States today. - 
course, it is. Without even going into specific cases, if nds to res 
son that since Russia is afraid of American air power coe 5 not afraid 

f the American Army or the American Navy, they will do everything 
possible to discourage the develo ynent of air power In this Nation 
ind to support all the vested interests, military and civilian, who want 
to pour our money into unrealistic and irrelevant weapons and forces 

nd cl iain our effort to sources of strategic materials that could be neu- 
tralized and made unavailable to us. 

I don’t Say that eve pees who has implemented this plan was nec- 
essarily aware of what he as dol ng. In most cases they “know not 
vhat they do.” Iam sure most of them are patriotic and well-mean- 
ing people. But through their own strategic astigmatism they have 
become the dupes of this sinister propaganda, 

I found, for example, some resistance in our industry as a whole to 

ie plan of war based on a preponderant strategic air force, because 
the industries are worrying that they will have to stop the manufac- 
ture of their own products, in which they excel, and be switched to 
military equipment with which they are not familiar and with which 
they think it will not be practical for them to continue after the war. 
The strategy of balai ced forces, whe ne very butcher, baker, and can- 
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dlestickmaker is in business, is difficult to change in our country for 
the simple reason that with the profligate strategy of balanced forces, 
everybody is in the war business, whether he builds battleships or baby 
re 00 Yet we must realize that if we are to survive in a new war 
» have to have a selective industrial effort. That natural reluctance 
of people to abandon their en vironme nt and field of endeavor and go 
into something new and unfamiliar is being exploited by the enemies 
within our midst. Naturally when they support warm inant vested 1 
terests they ¢ ‘an do so with impunity. Those of us who try saahien 
how in this era of Superson speeds and atomic baie this country 
can be defended are having a difficult time, because we are attacked 
not only by Reds, but by our own vested interests and our own industry. 

So what you say, I am convinced is well founded. There is no 
question that there must be a sinister plan to undermine our strength 
both economic and militarv—the same as Germany carried out its 
sinister plan to undermine the streneth of France. I’m sure the enemy 
is doing evegything possi»le to misdirect our war effort, to misdirect 
our industrial effort. and try to channel it where it will do no cood, 
where it will be wasted, and particularly where in time of war it 
could be neutralized by the enemy. 

For example, | remember at the time we lost tungsten in China, 
I visited South America for the purpose of surveying their resources 
and col ifirmine my belie f that this he ‘misphe re couk | be hs ide se | f- 
sustaining. 1 found there was tungsten in South Ameriea. fut 
where did we send our technical and financial help and our machinery t 
We sent our ag and machinery to Korea, to mines right on the 
88th parallel, in spite of the fact that it was obvious that they would 
be seized mines ly if North Korea decided to invade South. 

So, of course, there is a plan. But this plan is being executed very 
carefully, and mostly not overtly, but in such a way as to exploit 
the honest but reactionary elements in our industrial and military 
spheres, and to try to steer America on the wrong course. 

The whole history of the war in Korea follows the same pattern. 
By the manner in which they fought it, they gave us a strategic bum 
steer. They paid for it the price of at least half a million Chinese 
to induce us to resurrect from mothballs a lot of obsolete equipment, 
even battleships, to revert us to the archaic military philosophy that 
ground warfare and the foot soldier would be the final answer in 
the next world conflict. 

As a result, the Korean war set us back from 1953 military think- 
ine to that of 1917; 500,000 or even 1 million Chinese lives was a 
cheap price for them to pay for such strategic deception. 

Senator Matone. With the Navy in that area, if an all-out war had 
ensued, what would have happened ? 

Major pe Seversky. The Navy themselves admit they cannot op- 
erate in waters dominated by enemy airpowe r. Of course, in Korea, 
if the ene my had wanted to attack our carriers and other ships, the »y 
could have sunk them. They had the capacity to do it. That would 
have been a cinch = the jet airpower they had at their disposal. 
But they wouldn’t do ij because that would have jolted the United 
States to the salen that our strategy is obsolete. They want 
us to perpetuate our faith in weapons that are useless against their 
country. And, therefore, l ab Cony inced that the reason they didn’t 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 589 


sink any of our ships is not because they could not or were afraid 
of starting world war III. But they simply did not want to show 
us how vulnerable the Navy is under modern conditions. They 
wanted instead to lure us into continuing to invest our money in 
irrelevant weapons and to perpetuate the myth that seapower is 
invincible. 

Senator Matonr. Now, Major, you said something there with which 
I agree—that not too many people i in this Nation understand exactly 
what we are doing. They follow the relatively few traitors or dis- 
loyal people, but do not understand what the final result is. Of 
course, I believe it to be the duty of men who maybe do understand 
it to put the facts before them. 

Now, we have a slogan, “Trade, not aid,” that has swept the coun- 
try, invented by Mr. Butler, Chancellor of the xe hequer of Kng- 
land. Many of our fine citizens are proceeding along those lines. I 
have letters from the Wan Department which advise me that the 
reason for awarding contracts for electrical equipment to English 
firms was to help them econon Lically thro oh trade. | wrote them 
asking if ' they had studied the effect of not bel ©” able to repair such 
equipment in wartime; that any repairs or replacement of parts neces 
sary during a war would be impos ible. But their letter simply said, 
in effect, that they must help these nations, and the best way was to 
have the electrical equipment installed from England for some of our 
dams. I am happy to see this morning that the Secretary of the In 
terior allocated bids for generators and electrical equipment to an 
American firm. 

It has long been the opinion of some of use that the absolute traitors 
and people who are working against this country deliberately are rela 
tively few. Sut they are so reasonable in their arguments that we 
inust divide our wealth and our trade, and so forth, that many of our 
best people, our professors and our teachers, and people even In In 
dustry, in turn advocate it. Because of this, it has not been difficult 
for them to keep us dependent on foreign shores for many of our 
raw materials. 

If we were to continue our “Trade, not aid” idea, and much of ow 
manufacturing capacity was located in these foreis en countries that 
you say can be destroyed or captured or neutralized, that would add 
too, would it not, to the chances we are taking with the raw materials 
themselves ? 

Major pe Seversky. In any case, I do not believe that we should 
rade with the Communist nations until they relinquish their idea of 
world conquest and demonstrate their aie to pursue thei 
aims through peaceful methods. As long as they represent a menace 
to the world, it is suicidal to trade with them, no matter what you 
have to sell. Because everything you send them supports their over- 
all national effort, whether it is food or medicine or anything else. 
And because since 1932 we have been lavish in our industrial and other 
help to Russia and the rest of the Communist world, we actually have 
built a Frankenstein’s monster who now sits on our own neck. They 
have comp lete access to the technol gical fruit of our civilization 
They improve upon it. But they never share those improvements wit! 
us. So it is a one-w ay proposition, and if we continue this it 1s onlv 
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1 matter of time before they will become technologically superior to 
lis. ‘They have complete access to our know how, and are viding 
to that their own; but, because they deny us access to their know-how, 
we will never vet dividends back on our investment. The B itishi s ive 


. 1 ' } , } a a } 
them the Nene et engine, which we tater found lustatied im the 


MIG-15, but in a much improved version. Did we ever get back 
the Improvements on these engines? Of course not. So in trading 
with them and passing on to them our technological knowledge and 
ky ow how, the free world IS really committing suicide. 

Senator Manone. Major, in 1948, the junior Senator from Nevada 
made the flat statement that England had sent jet engines to Russia 
late in 1947 and early in 1948. It was denied, and almost immediately 
after th it, within a few mm nths. the MIQ’s showed up. \nd it was 
pre Cty eeneral KNOW le lo , that they | ad sent suc h engines It lS 
known that most of the Kuropean nations trade with Ru sla ay d the 
[ron Curtain countries. 

Is that what you mean, that we should not trade with our potential 

Major pe Srverskxy. I don't think so. Specifically, we should not 
turn over to them any technol cical knowledge or aly samples that 
can prov ide the 
of technology it may be. 

Senator Maw NI % I have aid on the Senate floor, in the matter of 


} 1 4 7 ] 4 
( cussion as to what 1s strategic material that vou send a potential 


1m with scientific know-how. I don’t care in what field 


enemy, that in preparation for war, shirt buttons are something that 
is strategic. It is omething you need, And food is somethi iw you 
need, 

Major, you have made a fine witness before the committee. 

| would like to revert how to the time of our potential eneny ie ll 
tralizing our sources of material. 

I note in an article that you have written it is estimated that at the 
present time Russia has as many as 3,000 long-range bombers of the 
mproved B-29 type. I note further down that with these bombers 
tussia can neutralize the source of the materials for our jet engines 1n 
Nigeria in 4 hours, the uranium for our A-bombs in 5 hours, t 


han 3 hours, and our rubber and oil sup- 


plies literally in minutes. That is a very strong statement. That is 
a concise method of stating what you have already said, that these 


1 Inan- 


ganese for our steel in less t 


Mh) terials we ul | not be aval: bl >TO US after the Wal started. 

Major pe Seversky. That is correct. I do feel that with the jet 
bombers Russia has today, and with the employment of refueling in 
the air when necessary and the Balkans or the Crimea as the base of 
operations in terms of jet flying times those spots are only within a 
few hours, and in some cases minutes, of flight. Russia now has close 
to 3,000 long-range bombers. Most of those are of the B-29 improved 
type, resembling our B-50. Some of them may even be equipped with 
rockets and jets to permit takeoff with heavy loads and flash perform- 
ance over the target. These planes are well equipped and armed for 
combat and have the necessary range to reach their targets and return 
nonstop. 

Moreover, those aircraft are being rapidly replaced by the newest 
as-turbine powered bombers. One of them is the IL-38, a 4-engine, 
igh-speed plane which looks like a turbo-prop hybrid between our 


o 
h 








— 


- 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 591 


B-47 and B-52. The other, more formidable type is a very heavy 
bomber known as the TU-200 and is equivalent to our b-36, except 
that being powered with six turboprop engines, it has much superior 
all-around performance. 

These bombers are equipped with elaborate radar for navigation, 
combat, and bombing by day or night in all kinds of weather. It has 
been estimated that more than 400 of these huge bombers have already 
been delivered to the Red air force. These turboprop planes and 
their turbojet counterparts can hit, at near sonic speeds, any source 
of our strategic materials that I have alluded to and return to home 
base nonstop. 

Senator Matonr. What about the oil in the Near East? 

Major pe Seversxy. That, of course, will be accessible to the enemy 
within minutes. And not only that, we must remember that most of 
those areas are ve ry c lose to the Russian land arn 1V, ind can quic k ly be 
overrun. That is why we ee difficulties coming to some understand- 
ing with Iran, for example, because we cannot protect them. Lran 
and Iraq will be overrun by the Russian Army, and all the members 
of the Government wamapenien with us will be immediately liqui- 
dated, unless the Vy i e able to ese = or be evacuated. 

Therefore, Raseie es a physical dominance over those areas. They 
vill be occupied immediately, and there is no way we can prevent their 
occupation. That is the reason, I suppose, we have such difficulty in 
getting them to cooperate with us. 

I think, as I said before, we should without delay develop this 
hemisphere. In 1949 and 1950 I made a trip through South America. 

Senator Martone. What was your opinion of our becoming self- 
sufficient in most of these necessary n nate ris us, after your trip through 
South America, in the Western He misphere ¢ 

Major pe Seversky. I was cony need that it could be done. Now, 
with new methods of adel survey, we can expedite the work, and we 
ought to go immediate ly into prospecting, and surve y our he ‘mispl ere 
which has not yet been done on a broad scale. A great many areas 
have never been surveyed. On that trip, I was an official guest of the 
states of Argentina, Chile and Uruguay, and also visited Brazil and 
discussed the situation with Brazilian authorities. In the first three 
countries I was given a full opportunity to survey their natural, 
industrial, and human resources. Being a guest of their respective 
presidents, I had a chance to discuss the problem with them, with 
cabinet members, and with other leading citizens of those nations. I 
came to the concitision that we can develop South American resources 
much faste rT than the African sources of supply, because the intellec- 
tual level of the native popula ition is much higher there. Also in South 
America the re is a certain amount of industrial know-how that already 
exists, particularly in nations like Chile and Argentina; and I also 
have found that the heads of their vovernments and their experts 
all visualize and understand the problem. 

However President Perén is reg rded politically, after spending 
considerable time with him, both socially and officially, I found him to 
be extreme ly inte llige nt, well informed, and possessed of an extensive 
milit: ary k nowle dge. He was at one time mil tary attaché In Italy an | 
is therefore familiar with European culture and military philosophy. 

He understands perfectly the problem and predicament in which 
we find ourselves. All South Americans do. And that is why | 








592 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


fee] we ought to vo nhead with our negotiations now, ih peacetime, 
when we can make advantageous and equitable arrangements with 
them, and not when we will be compelled to accept their terms under 
iress Of War. Because. naturally, after the way we have neglected 
them, with our attention focused primarily on Europe and Asia, 
if all of a sudden we find that our very existence de . ag on them 
t would only be human for them to make the most of 

All of this dictates that we must plan in advance. ‘And I think 
the time is long overdue when we ought to make the necessary arrange 
ments with those countries, help them to survey their natural re 
ources, and give them technol vical uid so that we can Start 
ystematically to build up alternate sources of strategic materials 


corresp man Yr to those that we are bound to lose in the Old World 


Senator Manon \I wor, this committee utilz d the services of 
engineer that the chairman considers the outstandin y engineers of 
the world in their own sphere, that is, the top engineers in the Bureau 
of Mines; also the top engineers in industry. And with this infor 


mation, while we have reached no conelusions, it appears that within 
2 to 4 vears, with the proper nrrangement., Wwe could heeome 
elf sufficient in the Western Hen sphere for all ot the miihel ils Uric 
materials necessary to fight a war or live in peace. 

here was some questior ibout industrial diamonds, but we have 


a that with improved methods we could cut our need for indus 


1 diamone MF percent. There are also many areas in South 
alanis . Brazil, and other nations, where it is believed by many 
ot eae engineers that enough industrial diamonds could be found, 
that areas ones e developed. Howeve r., it 1s very easy to tockpile 
ndustrial ¢ iamonds, 


Now, this committee held a 2 day hearing in Salt Lake City on 
Manu. 

These hearings developed facts which warrant a ereat deal of study 
Lately, there has been a lot of discussion on the Union Paeifie land in 
Wyomu v. They have made discoveries of uranium not only In 
Colorado and | tah, but In Wyoming and Nevada. It ] the pre 
limin uy Opinion ot some ot us that if we treated our own producers 
taxwise one-tenth as well as we do the fore ion people, we would have 
uranium running out of our ears in this country in about 5 years. 

Major pe Sreversxy. Then it must be done. 

Senator Martone. As to the new metal, titanium, we finished our 
hearings here yesterday, and [ am happy to tell you that Dr. Flem- 
ming of the Oflice of Defense Mobilization and Mr. Thomas. Assistant 
to Mr. Wilson, and Mr. Mansure, head of the GSA, all assured us 
that they were embarking on a program of making this material 
available. 


We are now making 2,000 tons, and we are dependent for raw 
materials on the rutile from Austrialia and on ilmenite, both mate- 
rials that must be available immediately when a war starts. Ilmenite 
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s about the fourth most plentiful metal mineral in the earth’s surface 
It is only a question of where it is concentrated And in the United 
States and southern Canada there is probably enoug menite to last 
he hemisphere a hundred vears. 

The Kennecott Copper Corp. now has a plant in southern Canada 
producing, I believe, speaking from memory, 8O percent titanium 
slag, and also pig iron. It is a paying proposition. There is plenty 
rf demand for the slag. Therefore, i far as tita m is concerned, 
ve can be independent easily, 

Concerning manganese, there 1s no question about the Western 


Hemisphere, and you can materially increase the production In the 


United States. The result is that there is e ougn manganese im th! 
iemisphere for many, many years. 

Regarding tungsten in the Western Hemisphere, there is no question, 
ind in the United States practi ally ho questo! We could fo on and 
nh. The evidence Is righi there. 

Now, if what vou say is true, anc he committee decides we ca ot 
protect these offshore sources. then if Ss necessary to ecome elf 
sufficient in the Western Hemisphere. Trade any place, any place 


the world. But take the ability to blackmail us into agreements and 
nto situations like Korea out of their hands. 

Now, what would you say we should do? Just sum up what you 
have told us. 

Major pr Seversky. Well, as I said before, our first job is to make 
this continent, our base, completely self-sufficient. We must e TO 
t that we can fight a war on a sustained basis regardless of what hap 
pens anywhere on the surface of the earth, particularly in the Old 


World. In order to do this, I must repeat, we have to m ike this he 
} 


sphere self sustaining and self-contained. We should without further 
delay start to develop our natural resources in this hemisphere as 
rapidly as possible so that our war machine is built from the ma 
terials that can be obtained in adequate quantities on this side of the 
clobe. I would even pul il prem um on the equipment that is made 
out of the materials derived from this hemisphere. 

So as I said earlher, as the first military requirement vou have to 
make your base safe, and self-sufficient before you can successfully 
operate; particularly now, when the only way we can defend our 
selves and the free world is through the deterrent of our striking 
air power operating directly from our own continent. I want to re 
peat again that that deterrent cannot be a deterrent if its very 
strength and origin comes trom the enemy’s back yard, from which he 
can shut us out at any moment at will. 

We ought to stop this policy. 

While we were fighting or preparing to fight an amorphous, profli- 
gate strategy of balance forces on land, on sea, and in the air, building 
all the weapons and forces that came to mind and deploying them all 
over the face of the earth, then the plan for obtaining our strategic 
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materials from equally far-flung sources was a natural consequence of 
that unwieldy strategy. But that strategy is a thing of the past 
With the global range of aircraft and the devastating power of atomi 
bombs, such strategy can no longer be sup yported without destroying 
our economy. A new strategy based on airpower must be adopted. 
But so far only lip service is being given to such a new strategy. Every 
body says we should re ly on the deterrent of our eenpanieed But actu 
ally we are not doing it. We still continue to divide our national effort 
roughly three equal ways; and we still continue to hain our military 
strength to those strategic resources which could fall into enemy hand 
the moment a new war starts. It is anachronistic, it is illogical. If 
we really mean business, if we really are going to have emphasis o1 
airpower, if we really realize that air is the only place where we car 
have the necessary strengtth of superior quality and numbers to over 
whelm the enemy, if we really believe that the only way to prevent 
war is to create an invincible Air Force to act as a deterrent, we must 
see to it that that force cannot be undermined by anything that may 
happen anywhere on the face of the earth—which means it should 
not be built and maintained with materials that we can lose control of 
All of which means that our streneth must stem from our own con 
_— t. Only then will our power become truly deterrent 

» | want to repeat again that no matter how great our Air ‘pers 


is sf it depends on the sources of strategic material that can fall 1 
enemy hands, it certainly cannot act as a deterrent. And Russia cer 
tainly will not be afr: aid of our air capability if we put our head 


deliberate ‘ly in the enemy’s noose, whic h he can snap tight to strangle 
us to death any time he wishes. 

And I must again reiterate that we must now with all dispatch and 
speed make this hemisphere self-contained and assure the safe opera 
tion of our base, which is the United States of —— 

Senator Martone. M: ajor, you spok e of these big long range bombers 
and fighters. Would you like to make any estimate of the number of 
these long-range bombers and fighters—made out of the best material 
that we know how to make, would you like to make a statement as to 
what our objective should be in numbers / 

Major pre Seversky. Well, the number of airplanes, of course, is a 
flexible quantity, because you cannot evaluate it in the abstract. It 
should be evaluated in relation to the enemey’s offensive and defensive 
capabilities. For example, the greater the enemy’s defensive capabili- 
ties, the oreater number of offensive aireraft we will have to have. 
Projecting Russia’s progress in the production of interceptor fiehters 
and other defensive means for the next few years, I would aim, for u 
for a similar period, at the goal of at least 3,000 long-range strategic 
air craft as the minimum to maintain a sustained strtegic offensive di 
rectly from this hemisphere. The primary effort in our entire security 
rogram must be the creation of such an Air Force in being. And it 
ias to be in being, not on the drafting board, as something that we 
will build when war starts. 

I also feel we have to have in this country between 10,000 and 15,000 
intercepter fighters which together with the guided missles weapons 

vstem will provide the defense for vital centers in this country. 
‘ We also have to have appropriate radar organization. But the 
most important thing is that we have to put all this effort into compe- 
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nt hands. And by competent hands I mean the personne] of the 
Force. We can no longer divide our air effort. Theoretically 

e have a separate and independent Air Force, but actually we have 
n Air Force proper, we have a Navy Air Force, an Army Air Force, a 
Marine Air Force, and a Coast Guard Air Force. Our air effort is 

ittered, divided and mismanaged even worse than before the unifi- 
LLIOTI. 

[he entire air effort of this country must be combined into a single 

rcommand. To prevent chaos, the defense of the United States, not 

ly by aircraft but by guided missiles, antiaircraft artillery, radar, 

d the rest of the defensive complex, should be under the direct 
ommand of the Air Force. An airman should be in charge of the en- 

re defense of our Nation. 

As a matter of fact, I believe our entire military effort ought to be 
put under the command of an airman, because it takes a lifetime to 
ecome a good soldier, or a good sailor, or a good airman. You can- 
not assimilate the art of air warfare in the late years of your life. 

And since our salvation and the salvation of the entire free world 
s in the ability of America to command the air clear around the globe 
ind assure to our side the freedom of air navigation and the ability to 
deny that freedom to the enemy, it stands to reason that the imple- 
mentation of such a strategy must be entrusted to the command and 
lirection of the United States Air Force. Only then will we acquire 
true airpower in this country. 

Senator Martone. I know this is an estimate, when you say 3,000 
long-range bombers. What would you say as to the fighters? 

Major pr Srversxy. I did say this country will need between 10,000 
and 15,000 defensive aircraft. 

Senator Martone. Lamsorry. I did not hear that. 

Now, you have heard the description of the new metal, titanium. 
[f our enemy had pushed the manufacture of this new metal, titanium, 
and we did not push the manufacture of it, what would our air 
position be in comparison with theirs ? 

Major pr Seversky. Naturally, weight is a dominant factor in air- 
craft construction, and anything that can save structural weight ought 
to be pushed vigorously. I remember in my own case when I designed 
and built my first airplanes, I started to use magnesium wherever I 
could because every bracket and every other nonstructural part made 
of magnesium gave me an important saving in weight, which con- 
tributed greatly to the outstanding performance of Seversky planes. 

In the same manner, today, titanium—even though it is being used 
in small quantities—is. improving the overall performance of aircraft 
and aircraft engines. However, in the case of titanium, the advan- 
tage is even greater because it is extremely beneficial for the struc- 
tural parts of aircraft and engines, particularly when those parts have 
to be exposed to high temperatures. Titanium is also a godsend for 
rocket motors and will spell a tremendous boost in their performance. 
I have an uncomfortable feeling that we are behind the Russians in 
this particular field, since they acquired the major German rocket ef- 
fort after the last war and therefore unquestionably had a headstart. 
The development of rocket propulsion must be intensified in our 
country with all dispatch, for guided missiles and rocket-interceptor 
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fiohters. At this time, and until a better material is found, titanium 
is the only answer. 

Senator Martone. In other words, if we were behind in that we 
would have the second best air squadron ; and the second best all 
Sq adron coe not last very long. 

Major pr Seversky. Of course. If we lose our technological super 
lority, we are finished. 

Senator Martone. Now, what about vane iat I have not asker 
rectly about that. I want to close the he: Ing Soon. I know 

e other commitments. 

I made a spe inl effort to oo to Connecticut to watch the first atomic 
ubmarine launched, because I think it marked an advance in history 
that will become a great historical event, not altogether on account of 
the submarine but because of the power in driving the submarine. If 
you can drive a generator you can drive a submarine. It is a questior 
of cost. But what about subm irines ¢ 

Major pe Seversky. Of course, the atomic submarine is a very in 
teresting and valuable development, because it is the first attempt to 
harness atomic energy for propulsion. And I imagine it will lead toa 
great many other developments that will be useful to our economy and 
our efliclency. But as a weapon, I don’t consider that it will give us 
anv remarkable advantage, for the simple reason that submarines. 
specifically the snorkel type, already have global range for all prac 
tical purposes. Of what advantage is it then to extend their under 
water range bevond the life span of their crews? Such submarines 
can be detected and destroved like any other submarine. Phey wil] 
have to surface to fire their prospective guided missiles. Such sub 
marines will still be primarily a weapon agi Linst ene my ship ping. But 
0 has the shipping ¢ Russia has none. It is we w ho | ave the great 
est merchant fleet. It is we who will provide the targets. 

We are told that as soon as atomic guided missiles are perfected 
for firing from submarines, the U-boats can use them against coastal 
cities on open water. But who has such coastal cities¢ Russia to my 
knowledge has only one, Vladivostok. But our Atlantic and Pacific 
coasts are dotted with large cities and industries. Again, it is we who 
will provide the targets. Clearly, every step we make in the progress 
of submarine warfare will benefit Russia and not the United States. 

Luckily, the days of the submarine are numbered. With the fan 
tastic progress that is being made in the art of U-boat detection, the 
time is at hand when submarines will be subject to constant surveil- 
lance. Water, for all practical purposes, will become transparent. 
Submergence will be useless, and even a handicap. 

The much-heard contention that seapower will attain a new strategic 
lease on life through the perfection and employment of atomic pro- 
pulsion is acutely misleading. Atomic trimmings cannot resurrect 
obsolete weapons. Whether a battleship, aircraft carrier, or U-boat 
moves with a conventional engine or an atomic engine—or for that 
matter with no engine at all—nothing will be changed in its of- 
fensive and defensive capabilities, 

I do not belittle the deve lopme nt of atomic energy for propulsion. 
On the contrary, we must continue to lead the world in nuclear re- 
search. I simply want to emphasize that atomic energy becomes use- 
ful in warfare only when it changes the military characteristics of 
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e weapon. To illustrate : Suppose i horse could be equipped w th ar 
tomic reactor, so that 1t could trot for lite without oats and hay. 
Would you discard Vou! automobile Lot such au horse ¢ ‘The creature 


1 


‘ 
ould still remain a horse and therefore outmoded by modern auto 


otive transportation. 

fhe same logic holds in the military sphere. Aircraft carriers o1 
bmarines driven by nuclear reactors wiil still remain carriers and 
DMALrMes, with the same combat characteristics a heretofore. They 


re no longer valid as an offensive force Ina wal of atomic bombs and 
personic speeds, 


Se ator MALonr. May 


jor, you Ve nswered th q estion that was 
re on the value of iDinal 23. My Ow it COUPS* is be 
mad the submarine. Because hey tell me ot tl powell 
wasted in the propeller Ln irtace powel 3 r the sea. th 
parture mav lead te Tre io] tC ships undet the i When you Lal 
ots, after 25, you would have t ive some tremendce 5 amount ol 
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privilege—we will send you a copy of your testimony—to edit it, to 
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luis Map CAN SAVE AMERICA! 
By Maj. Alexander P. de Seversky, author of Victor Through Air Power 


Our most provocative air expert tells how the new superbombers 
are revolutionizing warfare and what we must do before it’s too late 


With the danger of another world war grimly real, the American people today 
re deeply concerned about military preparedness 
the security equation has not received sufficient attention It may prove to be 


one critical element in 


the weakest link in our chain of defenst 

I refer to vital strategic materials indispensable to our survival 

When Japan sealed off our normal supplies of crude m bber and other key 

aterials in the last war, it struck a body blow at American industry That will 
seem a minor disaster compared to the industrial starvation which will be 
Mposed upon us in any new war—unless we recognize the danger in time 
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That danger derives from revolutionary changes in warmaking which, unhap 
pilvy, have not vet been fully grasped. The most crucial fact to which we must 
adjust our minds, and the sooner the better, is this: 

From now on, transoceanic, interhemispheric air warfare is not only possible 
but inevitable 

It is a fact which torpedoes many established ideas on national defense, war 
production, and the future roles of armies and navies. It is bound to be resisted 
! ome military thinkers whose minds are hobbled by tradition and service 
lovalties. But it is a fact to which we mnst gear our planning if the United 
States is to remain safe in a turbulent world. 

Let's look for a moment at some recent developments which underlie all future 
plans for the security of the United States. 

In the last war the biggest weapon of our Strategic Air Force was the B-29 
long-range heavy bomber. Today the B-29 is already officially considered only a 
niedium-range bomber. Though its striking radius of 2.000 miles is still impres- 
sive, we now have in the air and in production the B-86, which, with current 
improvements, will have a 13,000-mile flying range. This means a 5,000-mile 
striking radius for a fully loaded bomber. On December 7 and 8, the United 
States had a dramatic preview of things to come when a B-36 flew nonstop from 
Texas to Hawaii and back—a total distance of over 8,000 miles, with a full 
military load (bombs, crew, and equipment required for a combat mission). 


\ 


THEY'LL STRIKE ANYWHERE 


The B-36 is an example of the long-range strategic airpower which will rev- 
olutionize our ideas of military strategy. Such planes can rise from our own 
continent. Then, without need for overseas bases, they can strike at almost 
anv point in the anatomy of a European or Asiatic enemy—and return home, 

We do not know whether Russia has such aircraft today. But commonsense 
demands that we assume the development of such airpower by potential enemies, 
Even if a war should begin on a 2,000-mile basis, it will inevitably be transformed 
into a 5,000-mile contest before a decision is scored. Such comparable extension 
of range took place during World War I and World War II—and we have no 
reason to doubt that it will happen again. 


Now let’s see what this new concept of 5.000-mile air warfare does to our 
designs for national defense and military strategy. The map on the opposite 
page gives you a bird’s-eye view of the situation. 

Our conventional ideas of geography were formed on the basis of the old sur- 
face methods of transportation. In the aviation era they have lost most of their 
meaning for peacetime and all meaning in time of war. Distance and space 
relations, measured both in time and direction of flight, are completely different. 


RUSSIA’S BACKYARD 


Once, we thonght of the Orient as located to the west of us, with Europe to 
the east. But in the aerial age we are getting used to looking down on our 
planet from the North Pole. Thus viewed, the continents which seemed east 
and west of us, we discover, really lie to the north. On this new map, Europe 
and Siberia lie between us and Africa, the Sudan, India, Indochina, the East 
Indies and northern Australia. In hostile hands, the Enuropean-Siberian land 
mass constitutes for us a barrier to the regions beyond, effectively blocking our 
access to them. 

In aerial terms, the places I have just mentioned are closed to the United 
States. Thev have hecome a sort of backyard of Soviet Russia, the dominant 
airnpower nation of the Eurasian continent. 

tv the same token, however, South America is our aerial backyard, safely 
outside the aviation reach of Russia. Our North American land mass stands 
as a barrier between Eurasia and Latin America. Shinping between North and 
South America is coastwise, generally beyond the striking range of the Soviet 
Air Force. It will move under airpower firmly anchored on the American 
shoreline. 

The map reproduced here represents graphically this new power relation be- 
tween the American and Envrasian continents if they clash in war—given the 
inevitable striking range of 5,000 miles. 

The “reach” of North America is fixed by its four extremities—Alaska, New- 
foundland, California, and Florida—in an approximate square. The portion of 
the globe dominated by an American Air Force of 5,000-mile radius operating 
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n these outposts forms a vast circle (shown in lined } on). Theoretically, 
\merican Air Foree of such range could destroy any target in this area. 

1e Eurasian continent, bounded by such points as Murmansk, the Caucasus, 
Kamchatka and Bailkal, is somewhat oval. The area covered by an equivalent 
et Air Force operating from the outer edges can be represented by an ellipse 
own in dotted portion). In like manner, the Soviet Air Force could destroy 
rv target in this area. And should the present Communist advance in China 
gulf the whole country, Russia would not have to wait for 5,000-mile bombers 
exclude us from its backyard in Asia. It can do so with its copies of our B—29’s 

eady on hand. 

Where the American circle and the Russian ellipse overlap (the center portion) 
be the aerial no-man’s land. There the contest for mastery of the whole air 
in will be unfolded. It is the area within airpower of both nations, and 
oses the industrial vitals of both belligerents. 

hat will be the combat area, the area of decision. Here the offensive potential 

each nation will confront the well-deployed and well-supplied defensive air 

‘ce, the antiaircraft, ground-to-air missiles and the rest of the defensive 

potential of the opposing nation. 








‘ 
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NO ADVANCE POSTS 


In the past a belligerent could establish local control of the sky over some 
tant spot for use either as a military advance post or as a source of 
upplies. We maintained such patches of isolated control in the last war in 

China, Burma, Iran, Iraq, and other points—just as the British Empire, in the 
lays of seapower, maintained isolated naval bases. But in the future local 
dominance of this type will no longer be possible. 

In the next war, a detached point inside the enemy’s orbit of bor 
not be able to survive unless it is endowed with air defenses of a magnitude to 
challenge the enemy’s entire striking air force. To hold a series of isolated 
points, that is to say, we would need a series of air forces, each of them big and 

trong enough to defeat the foe’s total striking aerial strength. Clearly this 
ould be an economic impossibility. Thus everything in the dotted sector, 
which is Russia’s backyard, would be lost to us—just as surely as everything in 
he lined segment would be denied to Russia. 

As this central fact becomes understood, it will bring explosive upsets in all 
our established military concepts. The triphibious land-sea-air team devised in 
World War II to carry short-range aviation within striking distance of the enemy 

ill be a thing of the past Airpower of global range will attack industrial vitals 
directly and at once, operating from continental home bases 

But the emergency of such interhemispheric warfare will affect not only mili 
tary strategy. It will affect profoundly every aspect of our national life ul 
industrial setup, allocation of materials, deployment of manpower, nearly every 
thing. The most important effect will be on the sources of supply of critical 
materials essential to the conduct of modern war. 

The United States, for all its amazing natural riches, is still, in many respects 
a have-not Nation. It depends on the outside world for a long array of strategie 
materials, from crude rubber and additional oil to tungsten, cobalt, manganese, 
ete. 

To illustrate, the future Air Force will be jet powered. Cobalt today is the key 
material in the manufacture of gas turbines. Yet 75 percent of our cobalt 
requirements must be imported. The same is true of chrome, so vital for high- 
grade steel-alloy production. Only 15 percent of the needed amount is found 
in the United States. The situation is just as acute with tungsten, manganese, 
ind other materials without which a war machine cannot function ll of these 
can be found and developed in South America. 

Unless we make certain that we shall enjoy a continuous flow of these products 
in time of war, we may find ourselves dangerously, if not fatally, handicapped. 

We have only to recall our plight at the start of the last war to realize the 
seriousness of the problem. Our leaders had counted smugly on rubber, hemp, 
a hundred other indispensable items from the East Indies, the Philippines, Indo- 
china, Smugness gave way to alarm and near despair as Japanese aviation closed 
cne Pacific door after another to us. 


strategic 





nbardment will 


THE AIRPOWER AGE 


Are we heading for another such disillusionment—on a far bigger scale? I am 
convinced we are—unless we wake up to the realities of the air-power age. Again 
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RiaBerrds 


we are basing strategic and industrial plans on materials that will be denic 


to us by hostile aviation. 

Consider a concrete example. It is no secret that a great deal of diplomatic: 
end military effort has been centered in recent years on the Near East. Strategic: 
blueprints are geared to the assumption that Arabian oil will be available to 
us. But those oilfields are practically on the border of the Soviet Union. The 
are within easy striking reach not only of Stalin’s strategic bombers but of his 
short-range dive bombers and fighters as well. 

Vithin hours after the start of hostilities, we may be sure, the Arabian ¢ 
fields will be subjected to devastating air attack by the Soviets. Our chances 
of holding them will be no better than would be Russia’s chances of defending 
oilfields in the American orbit, let us say in Mexico. 


a 


PSLRA 9 Be 


AERIAL DESTRUCTION 


What is true of the Near East is no less true of every other region within rang 
of the Soviet Air Force. What Russia cannot or does not need to capture for its 
own use, it can deny us by destruction from the air. To place any reliance o 
supplies from such regions is to stake our victory on self-delusion. 

Such is the picture. It leaves us no reasonable alternative to the intensiv 
development of sources of strategic supplies in our Western Hemisphere. Re 
search on substitute materials must be stepped up. Those that have no sub 
stitutes must be stockpiled without delay. 

Our planning must discount oil from the Near East, rubber and tungsten from 
China and the East Indies, all other vital supplies heretofore provided by areas 
in the dotted zone of our map. A premium should be put on weapons forged out 
of materials located in our own hemisphere. 

The common defense of our hemisphere by all the nations of the Americas 
is no longer merely a desirable objective. Under the conditions of tomorrow’s 
global aerial range it becomes a dire necessity. South America cannot survive 
without the kind of defenses that only industrial United States of America can 
generate. The United States, in turn, cannot fight a modern war successfully 
without the natural resources of South America, actual and latent 

The Eurasian continent is naturally self-contained. To blockade it by air 
or sea is a futile gesture, since it does not have to rely on outside sources of sup 
ply. Unfortunately the Americas, in spite of their great abundance and di 
versity of natural resources, are not yet completely self-contained. Our imme 
diate goal in the sphere of economic warfare must be to make them so 


WATCH THE FARMS 


A systematic appraisal and reorganization of the economic potentials of Nort! 
and South America should be made. An Inter-American Resources Planning 
Board should be set up at once, embracing agricultural as well as industrial 
potentials in its scope. 

Though we still think of farming as related only to food supplies, it is also 
a vital industrial source. A great many of the products of the soil and of live- 
stock are important, since, through chemistry and other industrial processes, they 
provide essential materials for modern weapons. We cannot escape a far 
reaching revision of our farming and related industries in line with South Ameri 
can productive capacity. We must look to South America, and especially to 
Argentina, to provide the cattle, leather, and farm products that will be drained 
off in the United States for indispensable war purposes. 


MILITARY PLANNING 


Along with orderly economic planning on a hemispheric scale, we must, of 
course, have military planning to match. Our fighter aircraft, ground-to-air 
guided missiles, rockets, antiaircraft artillery, radar network—the whole elabo 
rate system of air defense—must be extended throughout the Americas, 

The production of such defensive means, moreover, should be spread through 
out the hemisphere. Only thus can we avoid clogging and overburdening al 
transport within the Americas when the test of war is upon us. The manufac 
ture of fighter planes, guided missiles, and other defenses must be encouraged 
Where necessary, Latin-American manufacturing must be subsidized. 

Because airlift methods will inevitably grow as a substitute for surface trans 
portation, Latin American airlines must be built up. They should be helped to j 
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develop self-sustained operation by setting up depots, repair shops, maintenance 
inits, aS well as plants for the production of cargo planes and their spare parts 

In the next war, as I see it, the American hemisphere will be strategically 
divided roughly into three belts: 

Che first, including primarily Alaska, Canada, and Newfoundland, will be the 
deployment belt, from which our long-range striking Air Force will carry war to 
the heart of the enemy. 

The second, the United States proper, will become essentially the industrial 
belt, producing the means for waging war. It will be a primary target of enemy 
attack—and this requires the most concentrated defenses 

The third zone, all of Central and South America, will become the supply belt, 
the vital reservoir of food and strategic materials. This is the “safe” area, 
shut off from enemy attack. It must be developed to support the effort in the 
other two zones. 






rHREE-BELT CONCEPT 


Functions of the three zones will of necessity overlap. But the three-belt 
concept is useful as a guide to our overall thinking and planning 

These are inescapable facts. Victory will be possible only if the Americas 
become just as self-contained as a Russian-dominated Eurasia. The time to begin 
to achieve that economic independence is now. It is a challenge to American 
statesmanship, industry, and economic good sense, 


ARE WE REARMING FOR DEFEAT? 
(By Major Alexander P. De Seversky) 


A noted authority on airpower now offers a startling new concept 
of total defense. His plan suggests a solution to our vital problem 
of defending frontiers all over the world which are as important to 

us as our oWn territory. 

When Mr. Malenkov ominously brandished the news that Russia has the 
hydrogen bomb, his intention was to intimidate the United States and its 
allies. But inadvertently, and paradoxically, he performed a useful service for 
the free peoples of the world. What we needed more than anything else was to 
be jolted out of our habitual rut of precedent-conscious military thinking. Mr. 
Malenkoy did just that. 

He glaringly exposed the unreality of our profligate strategy of balanced forces 
which chains our military strength to overseas bases, and our weapons production 
to overseas sources of strategic material—right in the enemy’s backyard. With 
atomic and hydrogen bombs now in Russia’s possession, and a massive air force 
within easy reach of those targets, she can bring to a standstill the industries 
that feed our war machine and defeat us through economic strangulation without 
dropping a single bomb on American soil. 

In the last war our enemies, particularly Japan, had only limited natural 
resources. They depended on strategic materials that had to be brought across 
the water. Our overwhelming naval power and undisputed command of the 
seas Was one of the decisive factors in victory, stripping the enemy’s industries 
of its vital ingredients through application of an effective blockade. 

Today we are dealing with the Eurasian Continent and its vast resources. It 
is totally self-contained and needs nothing from across the seas to support its 
war machine. It cannot be blockaded or starved into submission It needs no 
navy, virtually has no navy, and fears no navy. Whatever navy it does have or 
may be building is bottled in the Baltic and Black Seas from which it will never 
emerge unless our Air Force is first destroyed. 

Sut if the enemy has no navy, why then do we continue to enlarge our own, 
even though it is already bigger than all the other navies of the world combined ? 
We are told that we must have such a huge navy in order to keep the sea lanes 
open to guarantee us access to strategic materials. We are told that since the 
United States is a have-not nation and only 15 percent self-sustained, 85 percent 
of the strategic materials that go into our war machine must be imported from 
across the sea. We are told that, therefore, only the Navy can assure to our 
industries an uninterrupted flow of these essential substances. This. in our air 
age, is a dangerous self-delusion. Our Navy, I fear, is still living in the past, its 
thinking unaltered since the days of Nelson. 
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In the last war, because of the short range of aircraft, our shipping was prac 
tically unmolested once the submarine menace was eliminated. Today, in addi- 
tion to the submarines, our Navy and its convoys can be attacked by long-range 
enemy aircraft and its atomic bombs anywhere on the seven seas. In the last 
war the enemy had no alternative but to attempt to cut our supply lines. Today 
he need not bother with out supply lines; he can strike directly at the sources of 
our strategic materials with his long-range airpewer and neutralize them with 
atomic and hydrogen bombs. 

Ever since I saw this danger as an inevitable consequence of the expanded 
range of airpower I pleaded that we should not chain our war machine exclusive- 
ly to the sources of strategic materials located in the Eastern Hemisphere—in 
Europe, Africa, and Asia; that at least standby sources should be developed in 
South America—in the Western Hemisphere, our own backyard, which is not only 
beyond the reach of the enemy’s airpower but can be effectively shielded by our 
continental air strength. 

But this warning was not heeded. Asa result, our military strength today is 
dependent upon a great many nations. If—either due to enemy pressure or in- 
ternal political vicissitudes—any nation deserts us, our survival will be at stake. 

For example, how many of us realize that the very sinews of our tool industry 
are industrial diamonds, of which we import nearly 90 percent from the Belgian 
Congo and French Equatorial Africa? Should our industry be denied this vital 
ingredient, we would be chained to the obsolete weapons produced by old tools. 

Or, how many know that modern jet engines cannot be built without cobalt 
and columbite? We import 100 percent of these materials—and again from 
Africa: Nigeria, Belgian Congo, and the rest of Equatorial Africa—from sources 
halfway across the globe. 

There are those who maintain that Russia can never win a war against us as 
long as the United States outproduces her in the manufacture of steel. At pres 
ent we produce 110 million tons a year, to her 37 million tons, a 3-to-1 ratio in our 
favor gut we can produce that tonnage only if India and Africa continue to 
supply us with manganese, without which steel cannot be made. Of our supply 
of this essential we import 91 percent—S80 percent from the distant mines of India 
and Africa. If those sources fail, the steel production of the United States will 
drop to 22 million tons a year, or little more than half of Russia’s present 
production. 

We are desperately prospecting today for new sources of uranium on our conti- 
nent; but so far the results have been negligible. In the production of our atomic 
bombs, therefore, we are wholly dependent on the Belgian Congo. Should we be 
deprived of that source, it is obvious that in no time Russia would outrace us in 
atomic warfare. All the miracles of American mass production and superior 
technological know-how cannot alter this melancholy fact. 

Again, think of our vast system of transportation. Our cars, trucks, air- 
craft, all require rubber. We import 100 percent of our natural rubber—with 
90 percent of our supply coming from Malaya, Thailand, and Indonesia. True, 
we can fall back on synthetic rubber. 3ut it will require time to revive our 
synthetic rubber production. And, even then, for many purposes the product 
in its present form is no substitute for natural rubber. 

From those same Far Eastern countries, and Africa, comes tin—so necessary 
for canned goods and for other needs of our Armed Forces. Without tin, too, 
there can be no solder, no tin plate, no bronze or babbitt for our bearings. The 
United States imports for its needs 80 percent of this important metal, without 
which every wheel, gear, and crankshaft would eventually cease to turn. 

This is by no means the end of the list. There are many other strategic 
materials in the same part of the world which can be denied us at any time, 
with the resultant crippling and paralyzing of our industrial output once our 
present stockpiles are exhausted. 

To present our plight in its starkest terms: Our jet engines come from 
Nigeria and not from Hartford; our atom bombs come from the Belgian Congo 
and not from Oak Ridge; our tools come from Africa, not from Cincinnati: 
our steel comes from India and Africa, not Pittsburgh; the bearings for our 
wheels and motors from Malaya, not Detroit; and our rubber-shod transport 
from the Far East, not Akron. 

Today those areas are seething with political unrest. The Communists are 
trying to undermine them by infiltration and propaganda. But in time of war 
the enemy will resort to the direct methods of threat and intimidation. He will 
put those areas on notice to cease supplying America or face immediate destruc- 
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PROBLEM The map above, with the North Pole in the 


center, shows the world as it looks in this air- 
age. The arrow at left represents 3,300 miles, 
the range of known Soviet bombers.capable of 
delivering atomic bombs. By cutting out the 
arrow and placing it on the map with its foot 
on a Soviet base in China, the Balkans, Mur- 
mansk or Kamchatka, the problem becomes 
clear: the sources of many materials vital 
to the U. S. fall within the bombers’ range. 





tion. Russia today can carry out that threat since, without exception, all of 
those points are within easy reach of Red planes 

It is estimated that at the present time Russia 
range bombers of the improved B-29 type, similar to our B—5O. Some of them 
may even be equipped with rockets and jets to permit takeoff with heavy loads 
and flash performance over the target. Though these planes are not so fast as 
have more than the necessary 


has s many as 3,000 long 


jets, they are well-armed for self-protection and 
range to reach their targets and return nonstop. Moreover, those aircraft are 
being rapidly replaced by new jet bombers of medium range, similar to the B-47, 
that can be refueled in the air or sent on one-way missions. And finally, Russia 
is already flying a new turboprop heavy bomber, similar to our B—36 in size but 
superior in performance. Such a bomber, or its turbo-jet version, can hit any 
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of the above-mentioned sources of our strategic materials at near-sonic speed 
and return to home base. 

With these bombers, and using her present bases, Russia can neutralize the 
sources of our jet engines, in Nigeria, in 4 hours; the uranium for our A-bombs, 
in the Belgian Congo, in 5 hours; the manganese for our steel in less than 3 
hours; and our rubber and oil supply literally in minutes. 





SOLUTION The map is the same, but the arrow (left) is 


somewhat longer this time (5,000 miles) be- 
cause it represents the range of the newest U.S. 
bombers capable ‘of delivering atomic bombs. 
Taking off from three of our Air Force bases, 
in Newfoundland, Alaska and Thule, in Green- 
land, these bombers could reach any point in 
the Soviet Union, and could also reach—and 
bomb—any point in Europe, North Africa 
and the Middle East, if the need ever came 





Can we provide a local defense for all those distant points against such devas- 
tating attack? The answer is “No.” On the map on page 9, the Russian strategic 
air command (which means long-range atom-bearing air force) is represented 
by a red arrow. That threat can be pointed in any direction of the compass. 

In spite of the 160 million people in the United States, in spite of our teriffic 
industrial power and highly trained technological skills, we are told today that 
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eed 


annot afford to provide ourselves with an effective air defense. To do so 
th uld cost us scores of billions of dollars, and even then enemy bombers would 
e 5 k : 
ibs et through. In short, we are told that there is no complete defense against alt 
Ss, 
n 3 i att 


If our industrial colossus and the manpower strength here at home cannot 
lly protect the United States against the Red striking air force, by what 
racle can we hope to defend little Nigeria or the Belgian Congo, or India, or 





Malaya against the identical threat by the identical force? lo give each spot 

eve i semblance of defense would require the same gigantie effort that must be 

exerted for our own continental defense scores of billions of dollars mu tip ied 

iy scores of places, a project too gargantuan even to contemplate 

‘Furthermore, this indefensibility of our strategic sources applies equally to our 
ant airbases, whether fixed on land or ft carrie! 











Ly now, it must be apparent to the reader ibility of our Navy to keep 
the sealanes open “has nothing to do with We can possess the most 
owerful Navy in the world, the greatest m narine, we can keep all the 
Y é i es open, and we will still face econon lation With not an ounce 
\ if strategic material available to us, our ships will ply the se with empty holds, 
(nd yet, what are we doing? In spite of the fact that our power at sea is irré 
nt to this vital problem we blithely continue to build re aircralt carriers 
re battle cruisers, more guided missile battleships, more ca » vessels, more 
lestroyers, more assault barges—at a cost of billions of d irs—absorbing one 
hird of our limited industrial manpower and capacit is though their mere 
existence could protect us from industrial strangulatior 
rhe answer, therefore, is not in the Navy but in the United States Air Force 
: Only a long-range Strategic Air Command of proper si nd striking power can, 
be destroying the enemy’s air might, keep the sources of our strategic materials 
: inmolested and guarantee an uninterrupted flow of these vital ingredients to « 
| dustries 
In the face of these realities our foreign policy and the militar trategy by 
which it is buttressed must be revised We must ssume a more realistic and 
pl al attitude toward South America. Hemispheric solidarity, the backbone 
f our common defense, must become more than a slega Because of our foreign 
11CY and preoccupation with our allies across the ocean and the see ng negiect 
f the needs of our own hemisphere, the United States has been largely regarded 


ith suspicion and animosity by our neighbors to the South 


Dr. Milton Eisenhower's recent goodwill trip, and the manner of his approach, 
iccomplished a great deal toward allaying those anxieties and creating a better 
inderstanding between the Americas. 

Let us hope that the policy of sterile political amenities will give way to a 


dynamie policy of economic and industrial development of the natural resources 


of this hemisphere We must « 





ate with all possible speed a second set of 








sources for all the strategic materials we now derive from the other side of the 
obe Arrangements should be made now, in peacetime, while we hold the 
bargaining power—and not under the duress of war 

In the meantime, we must step up the stockpiling of strateg goods to 
bridge us over until this hemisphere is truly s¢ ifficie: The congressiona 
hearings on the subject, headed by Senator George W. Malone. are provin 
great importance Chey have alread ncoy ed some rit i itary shortages, 
hus giving us a ch ( oO ¢ rect hem | iT 

We ust intensify ou esearch f subs e mat nd eference 
» those weapons forged f e substances of our own hemisphere 

Abovy we must rouse ves from the illu n t t we have abandoned 

f re stic strategy of ba d forces 

li well s ru he re I earn hat v I nite of ill the 
p service to pe er, deliber nconsciou ve e | i ed 
primar tor ground wartare or figh war « it er re he 
has he dvantages many d geogray his shocking fact as 
I ved t ner in I ir cle sf m oO le pel n the fis 

1954 O une 11, 1! 1 answ ng Sena I iret ( e Sn 


, + ai ac ae an : <i ad 
tive ser s will have the f ving su iilal \ $30.7 b 
Na $26.5 1 on nd Air Force, $40.2 b ! 

At first glance, it looks as though the Air I ( 3} 
But this is an optical illusion—the same old 1 ket. On $401 


the Department of Air not only has to build an Air Force to fulfill its primary 
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mission to destroy the enemy and to protect the continental United States, bi 

it also has to build an enormous tactical air force, and transport and cargo plane 

n support of and for use by our Army My estimates show that about $15 
b l cw \ir Force's ney is being spent on aviation that is utterly in 
re nm the I I part and parcel of ground forces and represent 
a froz as unless we fight a ground war. Just aviation—an amorphous ma 

of aircraft, no matter how large, no matter how useful it may be to the Arm 

Navy, and Marine Corps—if it is not designed to win and maintain command 
( tl l ao not « stitute alr power 


Logically, those $15 billion should be reflected in the appropriations to tl 
Army Considered in this light, our Nation is actually going to spend on the 
Army, $46 billion: on the Navy, $26 billion; and on the Air Force, $25 | 
or, roughly, half the total appropriation for the Army, one-quuarter for the N 
and one-quarter for the Air Force 


But if our Army cannot win a ground war against insurmountable odds and 
if o na power, including its air component, as I have already pointed out, 
i ele t against a self-contained continent, then it must be grimly apparent 
to evel ne that we are rearming for defeat unless the process is arrested 
and reversed without delay. 

We were told that in the new budget “the air power of our Navy and Air 
Force is receiving heavy emphasis.” From this, and from the analysis I have 
presented aboy is to ho mone s being spent on military aviation, it 
clear that such emphasis, no matter how heavy, will again buy us more air 
planes but not necessarily more air power. This conclusion is further justified 
by the official statement that “no material changes in force were recommended 
for fiscal year 1955.” and thereafter, at best, would come about gradually 


through “‘a process of evolution.” 


All of this parallels too closely for comfort the historic reluctance of the 


entrenched military hierarchy to accept fundamental change in warmaking 
until it is forced upon them by the enemy. The trouble with a gradual process 
of evolution in strategy, as history indicates, is that in the meantime we may 


be attacked and destroyed 
The inescapable fact is that a fundamental change in our military strategy is 

long overdue, and that only a complete and immediate repudiation of our current 

concepts can stave off disaster. 

With both side 


now in possession of atomic and hydrogen weapons and there- 
fore the potential 


capability of destroying each other’s industrial power to make 


war, the superior means of delivery is the crux of defense 


We may have atomic 
bombs that today are more than 25 times as powerful as the weapons with which 
the atomic age dawned, and we may have hydrogen weapons that are in the 
ranges of millions of tons of TNT equivalent ;-but unless we have the power to 
deliver them when we want to, where we want to—in total disregard of the 
enemy’s defensive capabilities, the stockpile by itself is meaningless and no threat 
to the enemy. 

Therefore, I must repeat that it is not the stockpile of atomic and hydrogen 
bombs that will decide the issue of peace or war, but, as always, the superior 
mens of delivery—and that means airpower. 





Yet, today our Air Force is so small that it is doubtful whether it can 
deliver on a decisive scale the nuclear weapons we already have. The Strategic 
Air Command is superbly led and manned. General LeMay and his staff have 
done miracles, considering the inadequate resources at 


their disposal. But 
because the offensive is always costly and 


requires superior numbers, I am 
afraid that in light of the rapid growth of electronic defenses, if called upon to 
perform its mission today, our strategie Air Force would be overwhelmed. 
Under the circumstances, we have no alternative but to divert at least two- 
thirds of our national effort into a supreme Air Force. To preserve our economy, 
the other forces must be pared down proportionately. Army and Navy men 
themselves concede that their services, with our limited manpower, cannot fight 
under hostile skies. Yet to achieve global command of the 


air will without 
question take the major portion of our national effort.’ 





1 AUTHOR’S NOTE.—Today, in the new budget obligational authority for the fiscal year 
1955, the Army gets $8.2 billion, the Navy $9.8 billion, and the Air Force $11.2 billion. 
But, again, at least $3 billions of the Air Force appropriation will be spent on aviation in 
support of the Army. Thus, during the 2 fiscal years ending June 30, 1956. we will have 
eee for the Army approximately $57 billion, for the Navy $36 billion, and for the Air 
Foree $33 billion 

Therefore, with the bulk of the money still going into surface forces, it is clear that no 
fundamental change has been made in our strategic concept. We are still being groomed 


primarily for ground warfare. 
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' ht 


We must adopt a strategy that will make America strong in her own righ 


sbi Such an America can raise morale and provide a core of strength for all freedom 
Tae ving people. If we are strong, our diplomacy will not have to beg, cajole, or 
aoe iy with dollars the loyalty of other nations, large or small Strength attracts 
7 llies They will join the legion of freedom not only because our side is right 
a - it because our side has mi ght. 
ne America can be that strong. It can win a war against any nation or combi- 
ru nation of nations, except no longer can it win a war in any old way No longer 
eenG can we promiscuously squander our resources and manpower i! | directions as 
+) Ww did in the past. 

Our immediate task is to create an invincible long-range Air Force that can 


the ise directly from our own shores, from bases inaccessible to the Communists’ in 
perable army and their massive tactical air force, and destroy the enemy’s 
avy yility to wage war. Only such an Air Force can save American civilization from 
mie destruction. Only such an Air Force can ignore the overwhelming man- 
wer superiority of the enemy 
on Only the deterrent of such an Air Force—a sword of Damocles—can provide the 
— shield behind which the European nations can arm and revitalize themselves 
— Only such an Air Force can guarantee us friendly skies under which our Navy 

. can carry out its mission. Only an Air Force that can dominate the air clear 

Air round the globe can prevent the destruction of our sources of strategic materials 
d guarantee our access to them. 
; Our aim is to prevent war. In these days when force is still the final arbiter 
_ mong nations and when, as Korea and Indochina have demonstrated, raw force 
s on the loose, peace can be kept only through strength. The deterrent of in- 
stantaneous and overwhelming retaliation is the answer. 

Deliberately to place our head in an economic noose by making ourselves de 
pendent on strategic sources in the Communists’ backyard is not the way to deter 
the enemy. 

The aggressor must clearly understand that not only do we have the strength, 
= here in the New World, to strike back with finality in defense of freedom and 
ay our friends in the Old World, but that this strength cannot be impaired no matter 

what may happen anywhere on the surface of the globe 
nt Major pr Srversky. Of course, my last book, Air Power, Key to 
Survival, that was published in 1950, discusses this particular question, 
eo ; well as the possibilities of rearming Europe, and whether we will 


obt ain any military advantage by that. It also discusses our relation- 
h » to the sources of str: ategic material, but I Imagine the book cannot 
- ene a part of this record. 
‘ Senator Martone. Do you have an extra copy of it with you? 
t Major DE SEVERSKY. No: Lhaven’t got it with me, but I can furnish it. 
Senator MALONE. Will you send it down? We will accept it as ex- 
: hibit A, though not a part of your testimony 
(Air Power, Key to Survival, by Maj. Alexander P. de Seversky, 
published by Simon & Schuster of New York, 1950, was furnished the 
committee and is made a part of the committee files.) 
| Senator MaLone. Major, venes very much your appearance 
her "2, and we will send you a copy of t] 1é tral ript of your testimony, 
a f vou will round it out. it will be akin shed as part - our hear 
ys. ‘And I hope, if you think of anything in the future that would 
elpful, you will furnish it to the committee. 
har ik you ve ‘ry much for your appearance. 
(Whereupon. at 12:15 p. m., the hearing was recessed, subject to 
the call of the C hair. ) 
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APPENDIXES 


APPENDIX A 


[S. Res. 143, 88d Cong., 1st sess.] 
RESOLUTION 


Resolved, That the Senate Committee on Interior and Insular Affairs, or any 
duly authorized subcommittee thereof, is authorized and directed (1) to make a 
full and complete investigation and study of the accessibility of critical raw 
materials to the United States during a time of war; (2) to study and recommend 
methods of encouraging developments to assure the availability of supplies of 
such critical raw materials adequate for the expanding economy and the security 
of the United States; and (8) to report to the Senate at the earliest possible date, 
not later than January 31, 1954, the results of its investigation and study, to 
gether with its recommendations. 

Sec, 2. For the purposes of this resolution, the committee, or any duly au- 
thorized subcommittee thereof, is authorized to employ upon a temporary basis 
such technical, clerical, and other assistants as it deems advisable, and is author 
ized, with the consent of the head of the departments or agency concerned, to 
utilize the reimbursable services, information, facilities, and personnel of any 
of the departments or agencies of the Government, or of qualified private organi- 
zations and individuals. The expenses of the committee under this resolution, 
which shall not exceed $37,500, shall be paid from the contingent fund of the 
Senate upon vouchers approved by the chairman of the committee. 


APPENDIX B 
DEFENSE MATERIALS PROCUREMENT AGENCY 
ANNUAL Report OF FINANCIAL CONDITION AND OPERATIONS—J UNE 30, 1953 
Prepared by General Services Administration, Office of the Comptroller 
COMMENTS 


Prior to the establishment of the Defense Materials Procurement Agency, the 
activities covered in the attached statements were performed by the General 
Services Administration pursuant to Executive Orders Nos. 10,161 and 10,200, 
dated September 9, 1950, and January 3, 1951, respectively. The Comptroller of 
the General Services Administration is responsible for financial management 
operations of the Defense Materials Procurement Agency pursuant to delegation 
No. 5, dated November 7, 1951. 

The attached financial statements, identified by exhibit reflect the financial 
condition and operations of the Defense Materials Procurement Agency under 
title III of the Defense Production Act of 1950, as amended, for the period De 
cember 29, 1950, through June 30, 1958, and for the 1953 fiscal year. 

The accounts, from which the attached statements have been prepared, have 
been audited through June 30, 1951. An audit of the activities up to and includ- 
ing June 30, 1952, has been completed but the audit report has not been ren- 
dered. Therefore, the data reported herein may be modified by adjustments 
upon submission of the audit report now in preparation and by the audit for 
fiscal year 1953. 

Reports covering activities of contractors operating Government-owned indus- 
trial plants have been consolidated and included in the attached financial state- 
ments. 
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Borrowing authority 

The total authorized borrowing authority as of June 30, 1953, was $951, 
292,000. Exhibit A-—6 reflects a distribution of borrowing authority authorized, 
borrowing authority obligated, gross transactions authorized and gross trans 
actions recorded, by commodity. 





Assets transferred from other agencies 


The balance of $32,644,287.33 reflected on the statement of financial condition 
| 


(exhibit A) consists of the following assets: 

Appropriated funds ; aoe _ $11, 913, 064. 00 

Advances___~- 18, 003, 243. 26 

Supplies and materials ‘a 2 = , 2, 714, 299. 59 

Other assets 15, 6SO0. 48 
Total . 82, 644, 287.33 


Appropriated funds and advances, amounting to $29,401,307.26 were trans 
ferred by the Mutual Security Agency (now Foreign Operations Administration) 
in accordance with the memorandum of understanding between that Agency and 
the Defense Materials Procurement Agency, dated November 30, 1951 Under 
this agreement the Defense Materials Procurement Agency performs the basic 
material development program formerly carried on by the former Mutual Security 
Agency. 

In addition to the United States dollars transferred to the Defense Materi: 
Procurement Agency to cover program costs related to activities transferred from 
the Mutual Security Agency to the Defen Materials Procurement Agency in 
accordance with said memorandum of understanding, the following items 
representing United States dollar equivalent of local currency counterpart 
funds have also been transferred to this Agency 








1. Cash transferred from the Mutual Security Agency to the De 
fense Materials Procurement Agence 
2. Advances made by the Mutual Security Agency to contractors 


Icy 





Since the financial statements rendered herewith have been prepared to reflect 
activity n Unite | States dollar funds, borrowed or appr priated, the above 


sunts are not reflected therein. 
Loan-guaranty program 
The Defense Materials Procurement Agency has guaranteed loans under section 
301 of the Defense Production Act of 1950, as amended. As of June 30, 1953, the 
guaranty on loans outstanding covered 16 loans amounting to $88,402,374.22, 
‘This item is not reflected on the statement of financial condition (exhibit A). 


Vachine-tool program 

1. Pool order—Under authority contained in section 303 (e) of the Defense 
Production Act of 1950, as amended, the Defense Materials Procurement Agency 
has entered into pool order agreements with machine-tool producers, guarantee 
ing the sale of the completed tools In the event the tools are not sold, the 
Government is committed to buy at a price which excludes the contractor’s profit 
and selling expenses. As of June 30, 1953, the Government’s potential commit 





ment to purchase under these pool orders amounted to $207,933,750.86. This 
item is not reflected on the statement of financial condition (exhibit A) As of 
that date, 389 machines and related parts and accessories at a cost of $3,035,814.16 
had been acquired and placed in storage by the Defense Materials Procurement 
Agency under this commitment Seventeen of these machines at an original cost 


of $67,967.58 and parts and accessories acquired at an original cost of $126,794.03 





have been sold for $173,533.84 ar tw hines valued at 25 have been 
returned to the lease program. Details of this program are n exhibits 
A-5 and KF 


Of the 138 pool orders totaling $1,490,929,309.54 offered as of June 30, 1953, 
114 contracts in the amount of $1,286,269,679.14 have beer ccepted by the con 
ri s Twenty-three contracts in the amount f $137,157,549.40 have been 
rejected al : 

Downward revisions of $1,088,175 have been offered on two of the accepted 


contracts, 
9 





icto 


d one contract in the amount of $68,590,256 has been canceled 


Lease program.—Under the leasing phase of this program, machine tools are 
purchased and installed by the Government under a leas rreement with private 
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contractors to provide them with needed machine tools required for expanding 
production. These tools remain the property of the United States Government 
under the lease agreement. Exhibits A—4, A-—5, and G reflect the status of this 
phase of the program as of June 30, 1953. On that date 2,035 machines, at a 
cost of $26,972,432.62, had been acquired for leasing. Cancellation of a pool 
contract and the applicable lease agreement resulted in this Agency placing in 
storage 21 of the machines formerly on lease, leaving 2,014 machines, valued at 
$26,798,796.10, on lease under present agreements. Of the 21 machines placed 
in storage valued at $173,636.52 7 machines, at an original cost of $106,037.48, 
have been sold for $104,350 and 3 machines, valued at $14,009.97, have been 
transferred to National Industrial Reserve. 

3. Elephant machine tool program.—In order to provide increased capacity for 
the production of unusually large multipurpose precision machine tools needed 
for the accomplishment of known and anticipated defense production programs, 
the Defense Materials Procurement Agency was directed to undertake the Ele 
phant machine tool’ program of expansion, This program involves (1) Accel- 
erated tax amortization, (2) loan guaranty, (3) installation of Government 
equipment under lease contracts, (4) pool order agreements, or (5) working 
capital advances to the manufacturers. 

As of June 30, 1953, the Defense Materials Procurement Agency had entered 
into 2 contracts under this program providing for installation of 92 Elephant 
machine tools in the amount of $2,250,000; 21 machines valued at $408,223.30 
have been acquired for leasing. The status of this program as of June 30, 1953, 
is reflected in exhibits A-4 and H. 

Letters of credit 

To finance the overseas procurement of commodities authorized under section 
8303 of the Defense Production Act of 1950, as amended, letters of credit were 
issued by the Defense Materials Procurement Agency with the approval of the 
Treasury Department. As of June 30, 1953, letters of credit in the amount of 
$177,830,334.79 have been issued against which drawings of $168,809,477.31 have 
been made, leaving a balance of $9,020,857.48 outstanding. This item is not 
reflected on the Statement of Financial Condition (exhibit A). 


Rubber program 

The rubber program expenses reported through May 31, 1953, include $1,300,000 
and $1,824,556.94 reserved for liquidation of the program and insurance losses, 
respectively. With the completion of the rubber program these reserves are no 
longer needed. They have been canceled and the charges eliminated from the 
program expenses as reported at June 30, 1953. 

Cost of production at Government owned industrial plants 

Prior to June 1, 1953, it was the accounting policy of the Defense Materials 
Procurement Agency that the costs of production at Government-owned indus 
trial plants would be charged only with costs expended, or to be expended, from 
the Defense Materials Procurement Agency revolving fund. 

During June 1953 this policy was amended to report costs on the basis of com- 
parable integrated industrial operations. Pursuant to this policy revision, costs 
of production and related reserves at Government-owned industrial plants were 
adjusted to conform to this policy and the operating costs reported in the at- 
tached statements reflect such adjustments. In this connection the terms 
“funded” and “nonfunded” appearing on the schedules of manufacturing costs 
are defined as follows: 

1. Funded items: Items expended from Defense Materials Procurement Agency 
revolving funds. ; 

2. Nonfunded items: Items expended from other than Defense Materials Pro- 
ecurement Agency revolving funds. 
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DEFENSE MATERIALS PROCUREMENT AGENCY 


ExHibit A Statement of financial condition as of June 0, 1953 


Cash (exhibit A-1) : 


With U.S. Treasury, appropriated funds $8, 040, 071. 59 
With U. S. Treasury, other . 57,570, 357. 6&4 
Other i Aeticenndteds . 2, 820, 795. 69 


$68, 431, 224. 92 


Accounts receivable: 


Trade i acelin cal a . an 4,497, 381. 19 
Other ; 5 7 staan 721, 092.89 


5, 218, 474. 08 
Less reserve for doubtful accounts___ 100, OOO, 00 


5, 118, 474. 08 


Claims — si > 352, 788. 38 
5, 471, 262. 46 
Accrued receivables 2 ns 7 2 an anise . 2 738, 217. 53 
Inventories: (exhibit A-2) : 
In storage and in transit__ -- $099, 115, 
In Government-owned industrial plants_._.. 11, 335, 





110, 451, 207. 54 


Advances: 


Contractors (exhibit A-3) iiinis Ce Clee tan ot 
Less reserve for doubtful accounts = 350, 000. 00 

S89, 049, 429. 57 
Government agencies ‘ 1, 593, 227. 42 
i a eee Sadand wavs 17, 047. 66 


= — 90, 659, 704. 65 
Land, structures, and equipment: 


Government-ownhed industrial plant assets__ 3, 857, 831. 97 
Less allowance for depreciation____.______ 175, 937. 84 

3, 681, 894. 13 
Machine tools in storage (exhibit A—5)-__~_- 2, 867, 361. 42 
Less allowance for depreciation.__..____- 1, 503, 531.73 


25, 703, 487. 67 


Machine tools in storage (exhibit A-5)___- 2, 867, 361. 42 
Construction in progress ld er 469, 973, 99 
Comoe enuigieitsise sei ss 121, 135. 98 


32, 843, 853. 19 
Deferred charges and other assets: 
In Government-owned industrial plants: 


Deferred charges__- pacéiepanaiaadl 2, 561, 576. 53 
Other assets a ; ed 9, 1638. 00 

2, 570, 739. 53 

Prepayments and deferred charges 1, 857, 302. 08 


4, 428, 041. 61 
Total assets wnatldh casas a . 315, 023, 511. 90 
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Iexuipit A Statement of financial condition as of June 30, 19538 Continued 
’ 
LIABILITIES 


Current liabilities : 
Accounts payable: 


Goverument agencies $10, 532, 371. 88 
‘Trade 20, 785, 382. 74 
Other 112, 245. 70 
Accrued interest, U. S. Treasury_- 2, 060, 313. O7 
Accrued expense, other : 1, 630, 329. 45 
Accrued employees leave 357, SOL. OT 
Contract holdbacks ea 8, 914. 54 
Trust and deposit liabilities__- spi 257, 300. 39 
$35, 744, 718. 84 
Reserves at Government-owned plants = 8, 207, 520. 14 


Total liabilities 13, 952, 238. 98 


INVESTMENT OF U. 8. GOVERN MENT 


sorrowing authority from U.S. Treasury (exhibit A-6) : 
Amount authorized diddeacioal a : $951, 292, 000. 00 
Amount unused ee 667, 592, 000. 00 


Notes payable, U. 8S. Treasury _. 283, 700, 000. 


00 
Assets transferred from other government 
agencies 32, 644, 287. 33 
General fund receipts deposited ; (3, 952, 819. 14) 
Deficit (exhibit A-7)------ — . (41, 340, 195! 27) 
Total investment of U. S. Government ‘ ~-$271, 071, 272. 92 
Total liabilities and investment of U. 8S. Government 315, 023, 511. 90 


Subject to attached comments. 


Exuisit A-1.—Schedule of cash as of June 30, 1958 


With U.S. Treasury: 
Appropriated funds, 53-688/33420—program expenses, Eu 
rope, Mutual Security Agency (allocation to Detense Mate- 


rials Procurement Agency), Apr. 4, 1948-53___-~-~- srinvttntnce  , O40; O71. BD 
Other : 
53X4401—revolving fund, Defense Production Act, De- 
fense Materials Procurement Agency — 57, 325, 447. 32 
53F0101—withheld Federal taxes, Defense Materials Pro- 
curement Agency-—-- = aaa 14, 681. 23 


53X6050—employees payroll allotment account, United 
States savings bonds, Defense Materials Procurement 


Agency -.- a atari teem eipiiticinn slant te ldlgliiieaiaiis 31. 98 
53X6875—suspense, Defense Materials Procurement 
Agency...... ise il aie i nlc ‘ . 200, 197. 00 
Total other nlommeetneian tented wihibwibincdndidbotn 57, 570, 357. 64 
Total funds with U. 8. Treasury ee sow até itsoes: (00) G20; 429, 28 
Other: 
Cash with contractors operating Government-owned indus 
trial plants..___.... iiineininiaeaiii ciate ‘ swactseatinis ty GA Fk Oe 


Total cash i a te e 68, 431, 224. 42 
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Exuipit A-2.—Schedule of inventories as of June 30, 1958 


In storage and in transit: 
Aluminum (pig) 

Aluminum (sheet) 

Asbestos 

Beryllium ore 

Columbium-tantalum 

Crvolite 

kluorspar 

Magnesium 

Manganese 

Mic 

Molybdenum 

Litanium 

lungsten 


Zin 





Total in storage and in transit 99, 115, 752. 44 


In Government-owned plants: 
Graphite: 


Work in process 0 
linished products $49, S82. SO 
Stores and supplies 16, O84. OS 

Total 65, 966. SS 


Magnesium: 


Direct materials 1, 132, 797. 83 
Work in process 71. 961. 28 
Finished products 17, 831. 10 
Stores and supplies $4. 697, OBS. 65 

Total 6, 119, G28. 86 


Nickel: 
Work in process 164, 021. 86 


Kinished products 1, 767, 755. 66 
Stores and supplies 2,918, O81. S84 
Total Db. 149, 859. 36 
Total Government-owned plants 11, 335, 455. 10 


Total inventories sal 110, 451, 207. 54 
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ExHipBit A-3 Schedule of advances to contrac 








CAL MATERIALS 


tors, as of June 





4 ance 
( mir R avin 
( tra ( actor An 
DMPA 
X 4401 
2 $15, 7 000. 00 $4, 267 
l 2. 499, 588, 68 0 
6, ( 6.0 4, 458, 3 
th Me oO 60, OOO 
4S) 0 
‘I 
. ® F 81, 701. 80 190. 118 
) ) 6, 488, O¢ 4 125, &F 
; 12, 713, 197. 1 1, 834, 2¢ 
en ‘ 
l 1 1, 400 oo 0 
er 2 18. 28 00. OO 27. 68 
| 88, 109. 00 
? vil (hh) OD) 
‘ ) 131.9 9 129. OOF 
rivance 62 S 118, 131, 869. 79 0, 093. 67 
appr 
tions transferred from MSA 21 18 21, 361, 235. 67 0 
rot si vance te con 
tract & 7é 139. 49. 10 46 50, 093, 675 
1 Includes advances in the yunt of $18,003,243.26 made by MSA to 14 contractor 
contracts to DMPA Dp to alu num, bauxite, chrome concentrates, chromite 
copper, diamond and zit 





Exuipit A—4 Vachine tools on lease 


Machine tools purchased for I 


Less machine tools for which leases have expired or terminated, tra 


Elephant machine tools purchased for leasing: Fiscal year to date 


lotal purchases, elephant 


On lease as of June 30, 195 





, June 30, 19538 


ferred to 


2. 033 
» { 
Y 


10 
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Exnieir A-5 Machine tools in 


. ¢ . } 
ke I 
) ) } 
rh wh Ju 10, 1952 (adiu 
Fiscal ale 
ra rred to NIRD 
lotal »} 4 it red 
I b ine 30, 19 
] ler progra 
Acquir 1 ] or tract 
M ine tools 
Chrou June 3¢ 52 
k al year to dats 
I | pool order program, t I tools acquir 
y 195 
I Machines sold fiscal ir to dat 
LA rransfers to lease progr f r to dat 








Total stored machine tools and machine too 


June 30, 19 


ExuHipit A-6 


June 30, 1953 


Commodity 




















RITICATI 


storage, June 


ACCeSS( 


inur I 100, OO $22, 190, 678. 62 
lI eet ( 
) 1, 645, 000 225, 000. 00 
lliurm ore 752, OOK 300, OOO. OF 
( 41 10, OOF 26, Y62, 500. OO 
t 7, 123, 006 1, 300. 000. 00 
bium-tantalun $1, 900, 000 29, 660, 000. 00 
t 64 47, 000 47. 751. 840. 00 
ile 7 000 1, 701, 000. OF 
mite 0 o 
+, 168, 000 1, 492, 500. Of 
nite 2, 007, 001 l 1 50. 00 
( 0 ( 
1 3, 330, 00K 1, 651, 000. 00 
chine tool (pool 4, 000, 00) 2 539. 35 
hine tool (lease 35, OOO, OO 31 771. 24 
ichine tool (elephant 1, 926, 000. 00 
lum 38, 882, 500. Of 
ganes 89, 404, 564. 64 
23, 744, 354. 69 
neral development 1, 460, 250. 5¢ 
Molybdenum 3) 23, 970, 000. O 
Nickel 21 192, 047, 500. 00 
Oil (crude) and oil products 0 0 
Rubber 0 
Rutile 350, 00¢ 000. 00 
Scrap (nonferrous 91, 006 000. 00 
rin and tungster 2. 386, 000 000. 00 
Titanium 8, 700, 000 000. Of 
Tungsten 1, 418, 000 5, O50. 72 
Zinc 7, 240, 000 064. 90 
Total commodities 901, 292.000 | 614, 141, 664. 62 
Working capital 50, 000, 000 0 
Total 951, 292,000 | 614, 141, 664. 62 


89888—54—pt. 2——_40 


MATERIALS 


RO5 


48] 


344 


344 


195 


R33, OK 
40 
640, 006 
38, OO 
RS, OOK 
t oor 
2, 000 
384, OU0 
442, 00 
100, 000 
89, 000 
241, 000 
12 000 
171, 000 
00, OOK 
00, 000 
00, 000 
HO, OOF 
+5 wn 
{R8. O00 
0, OO 
0, OO 
170, OO 
100, OOK 
3, 000 
150, 000 
572, 000 
205, OOO 
00, 000 
178, 000 
349, 000 
410, 000 
0 
410, 000 
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120, 866. 44 


126, 794. 03 


Schedule of borrowing authority and program performance, as of 


ti 

Re 

106, 747, 878 
‘ 

8, 330, O00. OF 
"yi 1). { 

49, 768, 200. ( 
7 nit ( 


155, 962, 032 
5 040. 00 
0 


886, 603, 000. 0F 


), 000. OF 
000. OF 
5, O00. 04 


», OOO. OF 





747 
468, 507. 674. 06 

0 
468, 507, 674. Of 
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STOCKPILING 


S1 


RATEGIC 


ExHipir A-7 inalysis ficit, as 


June 1952 


Deficit from operations _ $16, 948, 250. 96 
Less 
Net income from loan guaranty activi- 
ties reserved 20, 820. 48 
$16, 927, 
Fiscal year to date: 
Det fro operations 6, 946, 824. 03 
Less 
Net income from loan guaranty activi 


ved. 


ties reser 
Adjustments to prior years’ operations: 
Adjustments t 
Other adjustments alo 


Deficit Jane 30, 1953 (exhibit A) 


NOTH \ ‘ J ¢ 0, 1953, cumulative net ine 
amounted to $1,203,730.65 
Exuisit B Statement scome and exp D 
( 
I 
A St ; 4 i 
Le & 
( f s » * ~ 
Re 
I 4 
Othe 4 
rota ir 49 
! S ® s ( 
Ex « 








“4 
m I 2 
pper 1, 902 
tin wing 18 
t ment 
S 6 
iry 4, 226, 459. 6 3, 267 
% 123.88 
for reserve for 
Doubtful account 0. 000. 00 4( 
Doubtful advance 2 
Contract termination 
Depreciation 10 
Lo m disposal of machine t 
and parts 
Loan guarantee expense 16. 
lotal expense.....-.. 16, 633, 640. 16 31. 636, 
Net profit or loss 6. ¢ 49, 22 46, 269 


CRITICAL 


reserves BM (2, 


, 22 l, 


MATERIALS 


of June 30, 1953 


- (1, 
41, 


from lo 


) & 
‘ 1 
66.8 6 

0 ) 
279. 97 } 
t 44 
644 
0) { 
{ ) S 
4( 2 
60t 
4. 90 
TRS. 4¢ 
820. 44 847, 452. 54 S 
000. 00 10. 000. 00 
00. 00 40. OOO. Of 
2, 394, 636. 14 2 
64. 74 1, Xt 43.46 
6, 924.4 
106. 09 l 730. 29 
847. 60 5, 370, 641. 89 i 


726, 519. 


in-guaranty 


150. 








6 


350, 649. 07) 
340, 195. 


Or 


a 

tivity 

1958 
) 


6 

: ”) 
( 0 
141.12 
mon Ke 
2 QO 
0. Of 
00. OF 
636. 14 
VO, 20 
24. 45 
036. 38 
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STOCKPILING STRATEGIC AND CRITICAL 


EXxHInir B-2 
production, and cost of commodities sold Dec. 29, 1950, 


Government-ouwned magnesium plants—S 


Sales - 
Cost of commodities sold: 
Inventory, finished products, beginning of 
period 


Cost of finished 
Inventory, 
of period 
Direct materials: 
Inventory, beginning of period 
Purchases A 


roducts produced : 
work in begining 


process, 


MATERIALS 


chedule 
through June 80, 1953 


--. $56, 770, 671. 90 


‘? 


789. 13 


22, 031, 789. 13 


Less: Ir 


ventory, direct materials, 


end of period “ —— i. eae 
Cost of direct materials used____._____ 20, 898, 
Direct labor - eatin sewvs “eee 


Other manufacturing costs— 


Total direct materials and manufactur- 


ing costs ....... : ii is 67, 835, 

Total cost of work in process_- j 67, 835, ¢ 
Less: Inventory, work in process, end of 

period ae Seapaitihcthanliag , 71, 


.. 6%, 763, 


Cost of finished products produced 


Total cost of finished products avail 
able P tance cell 1 a 
Less: Inventory, finished products, end of 
period ‘ ‘i iietidhaceinte ee 217, 
Gostes Of COmMOGIbies GOlG...nndckccnnccucocnne 
Sales less cost of commodities sold poe eral 
ExHipir B-3.—Government-owned magnesium plants 


turing costs, Dec. 29, 1950, through June 


Total 
Contingencies 
Deactivation costs 
Depreciation 


$139, 801. 38 
382, 410. 87 


4, 400, 152. 66 








Insurance, fees, et RRS, 33 
Labor, nonproductive 6, 786, 710. 97 
Management fees 990, 443 
Other expense 1, 628, 9. 





Power, light, and heat 10, 33 





Rehabilitation ), 

Supplies 9, 364. 279. 03 

Start-up expense 211, 546. 23 
Total 35, 494, 350. 18 





Relea = 35, 494, 35 


797. 83 
991. 30 


141. 04 


350. 18 


961. 28 


521. 24 





. 24 


831. 10 
67, 545, 690. 14 
(10, 775, 018. 24 ) 
Schedule of manufac- 


80, 1953 


Funded Nonfunded 


$139, 801. 38 $1, 773, 100.3 
82, 410. 87 
2, 626, 962 
SSS, (25.3 
6, 786, 710. 97 
¥90. 443. 26 
1, 628, 957 ) 
10, 330. 767.8 
184, 059. 49 186, 498. Of 
9. 069, 286. 17 294, 992. 86 
211, 546. 2 


of sales, cost of 


STOCKPILING STRATEGIC AND CRITICAL MATERIALS 619 


Ix HIBIT Lb-. Nickel Processing Corporation Schedule of sale 


duction and Cost of commodities sold Dec. 29, 1950, through Ju 


Sales . . és 
Cost of commodities sold: 
Inventory, finished products, beginning of 
period ‘ 0 
Cost of finished products produced: 


Inventory, work in process, beginning of 
period 0 
Direct materials: 
Inventory, beginning of period 0 
Purchases ; 0 
Less: Inventory, direct materials, 
end of period 0 
0 
Cost of direct materials used 0 


$2, 211, 419. 26 
14, 838, 334. 84 


Direct labor es 
Other manufacturing costs 


Total direct materials and manufac 
turing costs 17, 049, 754. 10 


17, 049, 754. 10 


Total work in process ‘ rane 
Less: Inventory, work in process, end 
OE | Ae cscs seienenencienienensie Seacaa 


Cost of finished products produced_____--_~ 16, 585, 732. 24 
Total cost of finished products available 16, 585, 732. 2 
Less: Inventory, finished products, end of 
ERI oo ineiseettniia ae cena aes oss S3Ct, TER CS 


Cost of commodities sold = nial . ~ 
Sales less cost of commodities sold 


ExnrBit B-5.—Nickel Processing Corp. 


Dec. 29, 1950, through June 30, 19538 


Depreciation 

Insurance fees, ete 
ibor, nonproductive 

Management fees 

Other expense 

Rehabilitation 

startup expense 
upplies 6, 646. 712. 75 6.{ 





Total 15, 231, 028. 25 12, 004, 358 
Adjustments: Reducing the above costs for items ap- 

plicable to startup expense which has in l 

to ‘‘deferred charges other’’.. s 2, 693. 41 





Total. 14, 838, 334. 84 


s, cost of pro- 
ne 30, 1953 


$13, 588, 515. 89 


14, 817, 976. 58 


1, 229, 460. 69 


Schedule of manufacturing costs, 


| Nonfunded 


84 $1, 927, 060. 68 
18 

> 

f 689, 402. 40 
oO 610, 206. 85 
32 3, 226. 669. 93 
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Exutrir B-6.—Government-owned graphite plant—Schedule of sales, cost of 
production, and cost of commodities sold, Dec. 29, 1950, through June 30, 19538 





I ae la is 0 
Cost of commodities sold: 
Inventory, finished products, beginning of period— 0 
Cost of finished products produced: 
Inventory, work in progress, beginning of period 0 
Direct materials: 
Inventory, beginning of period 0 
Purchases = d siiinshs ihaiida siesta dapat aacaenamatie $378. 21 
378. 21 
Less inventory, direct materials, end of period 0 
Cost of direct materials used___--- casinos 
Direct labor i sais aaa ates 
Other manufacturing costs wpaiaedndidaieiin 
Total, direct materials and manufacturing 
te has sts cen einen a ea ae 49, 882. 8O 
Total cost of work in process___- nt 49, 882. 80 
Less inventory, work in progress, end of period 0 
Cost of finished products produced______--___-_____ 49, 882. SO 
Total cost of finished products available_ -.-. 49, 882. 80 
Less inventory, finished products, end of period_____ 49, 882. 80 
Cost of commodities sold sci Sbsapacatsiac sect lik tai tiie celekc il 0 
Sales less cost of commodities sold_.__..._--.-...__-_.._- die m 0 


Exhibit B-7.—Government-owned graphite plant—Schedule of manufacturing 
costs, Dec. 29, 1950, through June 80, 1953 


otal Funded Nonfunded 
| 

De preciation $8, 992. 42 $5, 386.12 | $3 606. 30 
Insurance, fees, et 1 9.17 1 9.17 

Labor, nonproductive 12. 518, 21 12, 518. 21 

Management fees 1, 063.1 l 

Other exper 1, $72. 4 8/2. 4 

Power, light, and heat 2, 730.18 2, 730.18 

Rehabilitation 616. 81 616. SI 

Supplic 5, 149. 21 5, 149 


lotal 33, 994. 56 30, 388, 26 8, 606. 3 
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STOCKPILING STRATEGI( AND 


ExHibBit B-10. 
Dec. 29, 


Aluminum: 

Asbestos: 
Inland transportation ___ 
Storage and handling 


Storage and handling 


seryllium: 
Investigation and assay 
Management fees________ 
Other ei i psgemsintng tli cess vig daitldaien saa 
Supplies and materials 


Chrome: Inland transportation__.__--~- 
Columbium-tantalum : 
Inland transportation om 
Investigation and assay 
REIT: IT IE is sescsceniteeclioses hilteeetilisghs nina sevens 
Sampling and weighing 
Storage and handling 


Copper: Inland transportation 
Fluorspar : 
Inland transportation 
LMDOPTACOEY ANBIVSM Sn nnn ccciuimsiweccuna 
Sampling and weighing 


Graphite: Engineering survey__- 

Lead: Laboratory analysis__ 

Manganese: 
Demurrage ical neni widibininainandiaamin 
Inland transportation___- 
Investigation and assay ial 
SOT OOD Ce iiccnineediadedinntinnimemmet 
TUES na sn: stdin tas ahah inept incl achisiches detested 
Protection and maintenance 
Sampling and weighing 
Storage and handling- 
Water and power 
Weighing and inspection 


Mica: Storage and handling 
Molybdenum : 

Inland transportation 

ROR RCOED BR ccimsn cde etnekeedainke 
Nickel: 

ERVORIIENIIOT ORG BOURY Wc. cccniencsenesnuacnn 


Option expense__._........... 
Protection and maintenance 
Storage and handling__ 


Titanium: 
Inland transportation 
Laboratory analysis 


CRITICAL 





x 9992 929 


v0, 220, 04 


205. 25 


$19, 073. 27 
495. 00 
165. 24 


89, 169. 05 
83, 109. 17 
77, 072. 32 
38, 132. 35 
182, 524. 08 
38, 925. 85 

8, 495. 11 


$29, 719. 12 
594. 00 


244, 729. 16 
6, 685. 29 

8. 00 

282, 627. 58 
5. 103. 43 


3, 989. 62 
3, 400. 74 





MATERIALS 


Schedule of operating exrpenses—minerals and metals programs, 
1950, through June 30, 1953 


$37, 681. 61 


913. 21 


38, 469. 27 
183. 54 


114, 865. 33 
18, 873 .64 


19, 733. 51 
4, 700. 00 
25. 00 


502, 777. 73 


7 
436. 03 


30, 313. 12 


539, 153. 46 


7, 390. 36 





STOCKPILING STRA GI AND CRITICAL MATERIAITI 


HIBI B-10 Schedule of onerating exrne? 


Dec. 29, 1950, tl rough June 30, 1958—C 














Demurrage $3, 128. 7 
Inland transportation wenn . 186, 172. 75 
Insurance premiums_—-— a 7. TI 
Investigation and assay____- iiacdlalbateits ale 258. 95 
Laboratory analysis_.__..-_- : = 56, 272 ) 
ing and weig g ao _ 187, 047. 11 
>and handling__- 242, 643. 01 
a OIE FOC GION s. cacicmarteenes - e 1, 381. 2s 
9677, 862.13 
Inland transportation._......___-_- 1,577. 83 
FOR i ccceinteen tiara acco = Soeitetes 1, 997, 955. 77 
x ( tatement of incor and expe? Jul 1.19 ty} Ju ] ) 
D 2 { 1 { 
Dor , Q g 
. a] 
| ree 4 
| = | g 8 RX8 ss | ( 
Ot f ( 
Py os f 
y 1 ] ! 
T tyé , 148 g Q 4 @ 
| 4] « ‘ 1 OOR._ BIR. TE » 406 { 4 OM { ) 
" fit > 
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STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


ExHIBIT C-2 Government-owned magnesium plants Schedule of sales, cost of 
production and cost of commodities sold, July 1, 1952, through June 30, 1953 
Sales —-- ‘ i" $35, 067, 787. 36 


Cost of commodities sold: 


Inventory, finished products, beginning of 


period $1, 275, 784. 82 
Cost of finished produc ts produced: 
Inventory, work process, begi ng 
ol period HOO, 915. 2 
lbirect materials: 
Inventory, beginning of period 2, O78, 616, 23 
Purchases 11, OSS, 314. 52 
Total 13, 166, 930. 75 
Less Inventory, direct materials, 
end of period 1, 152, 797. 83 
Cost of direct materials used ‘ 12, 034, 132. 92 
Direct labor bd, 704, 534. 83 
Other manufacturing cost seal 17, 960, 295. 21 
Total direct materials and inufac 
turing costs »), BOS, O62, 96 
Total cost of work i process 36, 199, S78. 18 
Less: Inventory, work in process, end of 
period 71, 961. 28 
Cost of finisuned products produced 36, 127, 916. 90 


otal cost of finished products available_ 37, 403, 701. 72 
Less: Inventory, finished products, end of 
period —* Sele ; 217, 831. 10 


Cost of commodities sold _ = 37, 185, 870. 62 
Sales less cost of comodities sold (2,118, 083. 26) 
ExuHIBIT C—3 Government-owned magnesium plants Schedule of manufactur- 
ing costs, July 1, 1952, through June 1953 
I I nded 
A l 
126, 8 ) 
s S86. 74 
6, 498 86, 498. 05 
{ 8 { 194, 992. 86 
Pota M 9 4 681. 22 
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Exuinir C4 Nickel Process Corp.—Schedule of sales, cost of production and 
cost of commodities sold, July 1, 1952, through June 80, 1958 





sale sia einai - $11, 964, 443.7 
( t of « f old 
Inventory, fir ed products, beginning of 
period $931, 205. 50 
( of fir ed ] lucts produced 
Inventory, rk in progress, beginning of 
pe i 9.11 
Inve u ent — - >». 41 
Adjusted inventory, beginning of peri d 557, 435. 70 
D t mate il 
Inventory, beginning of period 0 
Purchases 0 
Less Inventory, direct materials, 
end of period 0 
Cost of direct materials used 0 
I) labor 





Total direct materials and manufac- 


iring costs 


12, 956, 759. 96 


Total cost of work in process er 13, 514, 195. 66 
Less: Inventory, work in process, end 


ol period . a 464, 021. 86 


Cost of finished products produced 13, 050, 173. 80 
Total cost of finished products available 13, 981, 379. 30 
Less: Inventory, finished products, end of 
period 1, 767, 755. 66 


Cost of commoditis sold 12, 213, 623. 64 


Sales less cost of commodities sold Fe eat (249, 179. 89) 


Exuisit C—5 Vickel Processing Corp.—Schedule of manufacturing costs, July 
1, 1952, through June 30, 19538 


Total I 1 Nonfunded 
1h 1 yr $1. 974. 31 1 $4 in $1, 9 N60. 68 
I fec ( RS RI I R5 £3 
Lat ictive ] 5, 20 1.0 19. 5O 
Ma fee 81 5, 817. 72 
ot xt 1, 874, &¢ ) 1. 874. 865. 9 
Rehabilitatio R10, 269. 04 129. 866. 64 689, 402. 4 
xpens 4,041. 78 264, 041. 78 
Sul ies 4,911. 805. 61 4,301, 598. 76 610, 206.8 
tal 11, 301, 606. 16 8. 074. 936. 23 3, 226, 669. 93 


* 
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ExHiIBIT C-6.—Government-owned graphite plant—Schedule of sales, cost of 
production, and cost of commod ties sold, July i 195 2, throu June 0. 1958 
Sales : 0 
ost of commodities sold: 
Inventory, finished products, beginning of period 0 
Cost of finished products produced 
Inventory, work in process, beginning of period 0 
Direct materials: 
Inventory, beginning of period 7 0 
Purchases $378. 21 
Less inventory, direct materials, end of period 0 
Cost of direct materials used ‘ 378. 21 
Direct labor 15, 510. 03 
Other manufacturing costs _ 33, 994. 56 
Total direct materials and mat icturing costs 49, 882. 80 
Total cost of work in process 49, S82. SO 
Less inventory, work in process, end of period 0 
Cost of finished products produced 49, 882. 80 
Total cost of finished products available - 49, 882. 80 
Less inventory, finished products, end of per od 49, S82. SO 
Cost of commodities sold 0 
Sales less cost of commodities sold 0 
ExuHipir C—7.—Government-owned graphite plant—Schedule of manufacturing 
costs, July 1, 1952, through June 30, 1953 
Funded N led 
stior $8, 9 { $ 86.1 $3 ) 
ee , 052.17 
r,t 12, 518 12, 518 
Tana : “ 
er ex 1, 87 13 1,8 4 
ver, | i heat 2 l 2 18 
bilitat 6.8 
pplies { 149. 21 
I i ; y94 f 388, 26 3. He ‘) 
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Ex r C-8 —Schedule of administrative ¢ 
1958 
‘ , 
I 
\ ) 
, 
( \ 
Def MI j 4 
ft 4 4 
i , is 
} ) { 
t t n 1) R98 
M ) Q 
. i 
" 
: I “ 
I ) t P 5 
99 


Schedule of operating expense 





© t rh 
i () 
t 1 169 
tor Ana i 

nt f 
tion and 134 

ecti 

1 we I 9 
St i } O44 


AND 
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19 
1s 
R 


g, July 1. 1952, through June 


-RITICAL 


rpe nse, July 1, 


) ) 
‘ 
1 14 is 
g { ) 
» ; 
g 
) 4 
as . 
) 14 
156, 88 
a3 1, 393, 452 


Hes SUS OS 
”y 5 040 
65 26, 403. 49 
7s 
18 
WS 
4 
43 
4 
81 
Ov wm). On 
44 
52 714. 05 
1) 

1 
) >» DAO 
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STOCKPILING STRATEGI( 


Schedule of 





Inland transportation 


Storage and handling 


Beryllium: 
Investigation and assay 
Management fees 
Other 
Supplies and materials 


Chrome: Inland transportation 
Columbium-tantalum: 
Inland transportation 
Investigation and assay 
Laboratory analysis 
Sampling and weighing 
Storage and handling 
Copper: Inland transportation 
Fluorspar: 
Inland transportation 
Laboratory analysis 
Sampling and weighing 


Lead: Laboratory analysis 
Manganese: 
Demurrage 
Inland transportation 
Investigation and assay 
Laboratory analysis 
Other 
Protection and maintenance 
Sampling and weighing 
Storage and handling 
weighing and inspection 





Mica: Storage and handling 
Molybdenum : 
Inland transportation. 
Laboratory analysis_--- 


Nickel : 
Investigation and assay 
Laboratory analysis 
Protection and maintenance 
Storage and handling 


Titanium: 
Inland transportation 
Laboratory analysis 


Tungsten: 
Demurrage 
Inland transportatiol 
Investigation and assay 
Laboratory analysis 
Sampling and weighing 
Storage and handling 
Weighing and inspection 


Zinc: Inland transportation 


Total - 


n: Storage and handling 


operaty 


July 1, 195 


> 


1 Erpense 


throws 


AND 


] 


CRITICAI 


8 


June 


VJ 


n 


erg) 


19 


$19 





MAT! 








d 
Siv i 
14 Q1 
1 ‘ 

; j 
T22, ¢ 
$41. 40 
704. 26 

 ¢ 

OF ) 
O73. 27 
195. 00 
50. 0O 
$7.3 





19. 12 
oi4, OO 
729. 1¢ 
HSH. 20 
621. 09 
LO3. 4 

S94. 91 
600.74 
307. 57 
SS. 45 
YAR QO 

162. $6 
S85. 63 
ood. 62 
O59. 69 


R 


IALS 629 


le 


programs 


114, 865. 33 
28. 26 
19, 618, 27 
25. OO 


410, 822. OT 


136. 03 


30, 313. 12 


369, S38. 97 
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STRATEGIC AND CRITICAL 


Exnuisir D.—Statement of and 


sources application of funds 
through June 30, 1953 
Funds applies 
To q tion of assets 
Advances on long-term contracts $71, 396, 186. 31 
Government-owhned industrial 
plar sets 3, 854, 550. 49 
Machine tools 30, 389, 189. 83 
Construction in progres 169, 973. 99 
Office equipment 120, 736. 98 
To expense: 
Cost of commodities sold 1, 058, 511, 242. 23 
Administrative expense 7, 818, 540. 94 
Annual leave expense 357, 861. O07 
Operating expense 11, 805, 122. 99 
Excess power cost, aluminum 
production 16, 384, 032. 86 
Bonus—Columbium, Tantalum 2, 537, 940. 51 
Maintenance of production, do 
mestie copper 1, 902, 606. 55 
Maintenance of production, do 
mestie zine 18, 064. 90 
Bank charges 12, 141. 12 
Interest expense, U. S. Treasury 8, 341, 732. 58 
Interest expense, other . ys 
Contract terminations 2, 394, 636. 14 


Loan guaranty 
Mineral development 5, 503. 


expense 


To financing: 


30, 036. 3 


Increase in treasury cash 65, 610, 429. 23 
General fund receipts deposited 3, 932, 819. 14 


To increase in selected working capital items 
Total funds applied 


Funds provided: 
By realization of assets: 
Sale of machine tools and parts 
By income: 


Sales $1, 068, 041, 482. 
Interest 3, 335, 892. 
Loan guaranty fees_- s 1, 233, 767. 
Rentals laa aid ; = 2, 414, 894. 
Other * , 4,155, 279. 


By financing: 
Borrowings from U. 8. Treasury_- 
Appropriations transferred from 

other Government 


283, 700, 000. 


Total funds provided 


21 
82 
03 
04 


97 


00 


agencies__ 11, 913, 064. 00 








MATERIALS 


Dee. 29, 1950, 


$106, 230, 637. 60 


1, 110, 147, 585. 45 


69, 543, 248. 37 
89, 150, 781. 48 
1, 375, 072, 252, 90 


1, 079, 181, 216. 07 


295, 613, 064. 00 


252. 90 


sy 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 631 
), Exuisit E.—Statement of sources and application of funds, July 1, 1952, 
through June 80, 1953 
Funds applied: 
To acquisition of assets: 
Advances on long-term contracts__-_ $27, 605, 995. 84 
Government-owned industrial plant 
it Anicinttihinineicineianeetiaetsiainie a 947, 484. 15 
Machine tools —- ; aa aceaeanenitenadal 23, 124, 650. 27 
Construction in progress_._..._.- -- 425, S66. 23 
I TCI a hetesiasctttniesinensamscectanicantl 42, 204. 72 
| ——— - $52, 146, 201. 21 
} 


To expense: 








Cost of commodities sold____.._._-_--. 171, 971, 902. 47 
Administrative expense _.._________ 4, 917, 811. 53 
Annual leave expense____- o.oo 41, 205, 65 
Operating expense___--- i a re 1, 569, 405, 15 
Excess power cost, aluminum pro- 
ances ac ithe ecarcteciie ei lcabiatoe 7, 225, 480. 58 
sonus—Columbium, tantalum _—----- 2, 537, 940. 51 
Maintenance of production: 
PrOmedctic: CONG? cn ccennne 1, 251, 142. 51 
Domestie zine ea ieacrthmaen cae 10, 137. 81 
Bank Charcet............. eras 3, 635. 01 
Interest expense: 
Ch. tos OIE ss ei cee 8, 978, 062. 50 
Other__ ‘a iced i alae 33. 67 
Contract terminations._.........-... 2, 386, 740. 83 
Loan guaranty expense________-___- 18, 425. 81 
Mineral development___....._.____- 5, 503. 30 
— - —— 195, 517, 427. 33 
To adjustments to prior year’s operations____- EE 4, 636, 430. 47 
To financing: 
Repayment of borrowings to U. S. 
ORIG vce aciieaiia amie tanec $50, 000, 000. 00 
General fund receipts deposited___-_~- 8, 932, 758. 09 
——- - —--— 53, 932, 758. 09 
Total funds applied____-_-~ iil aac _.. 306, 232, 817.10 
Funds provided: 
By realization of assets: Sale of machine tools and parts_- 203, 767. 83 
By income: 
BNI ik ci snsss en ctlsoinisdss bien iereiame int aah meas $167, 275, 764. 19 
Interest___~- i Siciosecageietr sabes cibipaphsapdadass 2, 731, 427. 79 
Loan guaranty fees_._._--_-- ce 1, 201, 335. 98 
NUE a ciaicataciticacsctigscmilagin sain Sanbiclbnlta acangal 2, 285, 697. 96 
RS Sea Sauls euaieludendbebaamind 4,155, 031. 06 
—— ——- + 177, 649, 256. 98 
By financing: Decrease in Treasury cash__-.--_--_-~- ._ 65,619, 801. 62 
By decrease in selected working capital items___._.__.__---- 62, 759, 990. 67 
Webel Teme OPCW 6 on cceewns sium subbnciabeieein: \ QA eg es Ae 
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Statement of machine tool lease contracts, as of June $0, 1958 
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Statement of machine tool lease contracts, as of June 30, 1953- 
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Statement of machine tool lease contracts, as of June 30, 195: 
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Exuisir H.—Statement of elephant machine tool contracts, as of June 30, 1958 


Machines to be 











scquired 
( 
, = N i N 
\ be Valu —— Valu 
f G.A $t ) | $229, 248. 47 3 $420, 751 
602 ] Oo 
W I s 8, 974. 83 68 1, 421, 025. 1 
I 1) 1 1, 34 76.7 
APPENDIX C 
Report ON NICARO 
Genera \ Admit ation, Augu 13 
ORE W¢ ) 

Nicaro is a uni on m of the Federal Government Located in Cuba, 
the plant is one of the l ckel producers of the world 

Its output of strates | is being produced for the Government's account 
in effect, witl ! 

Out-of-pocket expens commonly ¢ dered direct operating costs—have 
bee! paid in fu W eip tron if 1 ict ( have 
produced sufficient « in t \ \ l the amortiza 
tion el ( l he be the General Sery \ 

In addition to 1 ‘ 1 nicke ile the Gover! nt h benefited 
f e pur \ 1 t le hn market pric rhe savy 

i iches $7 ( ore s the operating deficit reported in 
the income-and- itement, t forth later in this report, which takes into 
l I i ) a 

Ore royalties, one of e major operating costs, are being returned to the 
Government, moreovel he form of dividend and redemption payments on 
preferred stock which represents part of the Government's original investment 
n Nicar 

UI ly constructed for operation in World War II, the shutdown, surplus 
industrial facility w | izht into production in 12 month. By the end of 
f vear 1955, the ] had had nearly a year of full operation in its second 

ot d V Lol e | is I 

In that year, the o it measure Ip to 26,158,000 pounds of nickel. Near 
the end of the pet od lon Was averaging about 27 to 28 million pounds 
‘ 1 yearly ba I ears to approxima he int capacity with its 
I ent process q h of hicl ire nder thore at I { Ly 

ugh both t i i and d pera were hitiated with higher 
expectations 

| e when th curity of the United State is been at ue Nicaro nickel 
has helped the Nation meet critical defi in the vital armament metal. The 
l f N » in national defense has received far-sighted recognition by the 
me Com ee on ied eC! ce 

I l’reparedness Subcommittee, in its fourth report, N el, submitted late 
in 1950, proposed, in fact, that the policies governing reactivation and operation 
should be aimed at eventua establishing the facility upon a permanent, com 
mercially profitable basis Su ful attainment of this goal would ward of 





repetition of the crucial nickel shortages of 1941 and 1950 

For the support of its overall proposal, the subcommittee pinpointed recom- 
mendations spelling out the urgency of rehabilitating the plant, improving its 
efficiency, and going forward with justified plans for expanding its capacity. 
The recommendations have formed a lineprint which has guided the second 
operation of Nicaro in all its phases 

The Preparedness Subcommittee goals continue to be the target for Nicaro. 
The first year of full Operation points hopefully to a successful transition from 
Government operation to private enterprise. In the meantime, the subcom- 
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mittee’s thoughtful expansion proposal is under careful consideration. The 


plans which are guiding the expansion study to its conclusion take into account 


Nicaro’s economic roles in Cuba and the United States as well as the continuing 
need for nickel as a strategic metal for the detense of our Nation 

The Nicaro operation is described in some detail in this report It reviews 
the first operation, sketches the problem of the surplus years, and then presents 


a step-by-step accounting of the second run from the initial search for a qualified 
perator up to the end of the fiscal year which coincided with the end of the 


first 12 months of full operation 
NICARO TODAY 


Che Nicaro nickel pliant 
f the United States. It has been in production for 18 months, in full operation 
for the last 12. 

United States-owned, it has a unique position in the Nation’s arsenal of defense 


in Oriente Province, Cuba, is in its second tour of duty 





l Vil e of its location in a foreign coun : The official owner is the Cuban 
Nickel Company, a wholly owned Government corporation organized under Cuban 


luws 
\ surplus war plant, Nicaro was shut down in March 1947 after 40 months of 
production, primarily for the ar against fascism. It brought back into op- 
eration in January 1992, neat » years later, to help arm the United States 
y the threatening expansion of Communism. 
Reactivation has been guided toward goals set by the Preparedness Subcom- 
mittee of the Senate Committee on Armed Services. The subcommittee recom 
dations pointed to muption of production as an mediate targe 





| munent, prolitable com al operation, possibly with expanded capacity, 


the envisioned long-ri 








goa 
hese views were embo four specific recommendations: For the earliest 
possible reopening improved efficiency, research, and expansion. The first two 
e been carried out. An effective research program is underway and bas 
vielded rewarding results, particularly a new process for product improvement 
Lastly, expansion is under positive consideration, and preliminary phases have 
executed, particularly the development of greater ore reserves 
Renewed production was necessal preceded by a year’s intensive rehabilita- 
ion and improvement. This work continued after tl tartup as the huge 
etallurgical plant, heart of the Nicaro operation, was advanced stey by step 
the full operation. This was attained in July 1952 
In its second run, Nicaro has produced 31,220,818 pound f nickel through 
June 1953. Most of the production has flowed from the plant since full opera- 
{ was reached In these 12 months the plant has delivered 26,158,250 pounds 
for industrial and stockpile uses In the closing quarter of this period, ft 
t is producing at the rate of 27 on pot ea the June output 
" qi ene to an ann rute of 2 Q,00U0 pound 
l es, In con n Wi { OI t e that a che 
of put has be reached I et ) ble I v 
pre ment in the rate of recove 4 ckel per ton of ore Higher es 
production and rec I f ns he ‘ en have 
ked second run 
vy, Nicaro improved its in ind p he second run 
For the 12 months of fu eration er rehabilitation, t excess of costs 0 
income was about $250,000 n l Ss op ting deficit w approximately 
percent of all costs, in din “t I har s f nt « 
capital investment during the fe expectan of the ore re I s which have 
fe the plant. In comparison, the first operation’s 4 nths ended with a 
deficit of about $3 million hout allo fi cap l < s; or payment « 
re royalties. In terms of immediate of-pocket costs, the second operation 
iS paying 1tS oWn Way. 
The project, moreover, has supplied the Government stockpile with nickel at 


a Savings of $725,000 under its cost at market prices 

Nicaro was the source from which the Government received revenue in add 
tion to an dseparate from the operation receipts from nickel sales. For th 
fiscal year coincident with the first 12 full-operation months, it amounted to 
$775,000, consisting of $275,000 in dividends on Government-owned preferré 
stock in the Nicaro Nickel Company, owner of the ore reserves, and $500,000 for 
retirement of 5,000 shares of the stock. The total payment approximated ore 
royalties which the Government paid the company in the second operation 
through September 1952. 
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The Government still holds 6,000 shares, the balance of its original holdings 
of 11,000 at a par value of $100 each. The dividends received represented the 
dividends declared at 4 percent a year for the period October 1, 1946, to December 
31, 1952. The Metals Reserve Corporation, subsidiary of the Reconstruction 
Finance Corporation, invested $1,100,000 in 1942 to assist Nicaro Nickel’s parent, 
Freeport Sulphur Company, in consolidating ownership of mineral rights in the 
area. The preferred shares, received in exchange, must be retired before divi- 
dends are payable on the common stock which Freeport holds exclusively. 

Nicaro’s more favorable position is doubly significant. Earnings indicate that, 
if they are sustained, Nicaro may very nearly return its capital cost. It has im- 
proved the liklihood, moreover, that a nonprofit Government enterprise, under- 
taken in the emergency of mobilization, may become a sound commercial 
operation under private management to the continuing advantage of Cuba and 
the United States. 

In the complex mining and metallurgical operation at Nicaro, the Republic of 
Cuba has accorded warm and earnest cooperation to the United States. The 
international good will which supports the enterprise is a reflection of the fact 
that the plant is manufacturing a vital and scarce metal for mutual defense. 

Both Governments, moreover, hold confident hopes that, by lessons learned at 
Nicaro, large latent ore reserves in eastern Cuba may become a continuing, 
peacetime source of metals—not nickel alone, but iron and cobalt as well. 

So Nicaro is serving important dual roles. It is a defense plant contributing 
to the security of the Western World. It is no less importantly an experiment 
for the economic improvement of Cuba and the United States. 


GOALS: FOR WAR AND PEACE 


“* * * Our best if not our only hope * * *” 

This is the way the Preparedness Subcommittee of the Senate Committee on 
Armed Services viewed Nicaro at the end of 1950. 

The Communist attack had taken place in Korea 6 months earlier. 

The Nation was mobilizing its war potential to withstand the onslaught in Asia 
and to prepare for the shock of Communist aggression elsewhere in the world. 

Nickel, indispensable for aircraft engines and other armaments, was in 
stringently short supply and stockpiling was lagging. 

Against this somber background the subcommittee took a long and thorov¢eh 
look at the Nation's present and potential resources in nickel. Out of this inves- 
tigation came the subcommittee’s Fourth Report, Nickel, transmitted to the par- 
ent committee on December 27, 1950, and later published as Senate Document 
No. 4 (82d Cong., 1st sess.). 

It offered a nickel program which looked to the present and the future. 

Its recommendations, in effect, blueprinted policy and practice for the Govern- 
ment agencies which had been entrusted with the immediate task of strengthening 
industrial production for defense. 


Familiar pattern 

Nicaro, of course, figured prominently in the findings and recommendations, 
The key to its outstanding importance was the complete parallel which the sub 
committee discovered in the nickel shortages of the emergency years of 1941 
and 1950. 

“The circumstances during World War ITI giving rise to this major project 
(Nicaro) costing about $32,500,000,” the report observed, “are plaguing us again 
today: The inadequacy of Canadian sources of nickel to meet military require- 
ments and essential civilian needs and our consequent inability to build an ade- 
quate stockpile.” 

From the subcommittee’s survey it was plainly apparent that Niecaro was the 
only source of increased supply for the near-term future. Thus Nicaro again 
held the same critical role it had had in World War If. It was then and had 
become again the only place on the horizon of the free world from which the 
United States could expect readily to enlarge its overtaxed nickel supplies. 

Constructed early in the war, Nicaro was finally designed with an estimated 
capacity for 831 million pounds of nickel a year based upon pilot plant research in 
Texas. It never reached this rate; its best year was 1946 when the output ap- 
proached $25 million nonnds. But before it closed down in 1947 the plant had 
turned out a total of 63,500,000 pounds, 

One of the chief facts about Nicaro is that it was the only new source of nickel 
open to the United States during the war. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 641 


In view of the acute necessity for Nicaro to repeat and, if possible, better its 
performance, the subcommittee advised an immediate return to the Cuban mines 
and plant for the vital defense metal. 

Recommendations 

The recommendations were clear and explicit. 

They laid out for the short term a course of action which would enrich the 
country’s nickel supplies at the earliest time. 

TT} subcommittee also proposed a long-term objective to safeguard against a 
foolhardy repetition of the conditions which had twice brought the Nation hope 
lessly near the bottom of its nickel barrel. In essence, the report set forth meas 
ures aimed at assuring continuous peacetime operation as a self-sustaining 
commercial enterprise. 

Four specific recommendations were offered. In the language of the report, 
they were: 

1. “That Nicaro be reactivated promptly * * 

This was the foremost target. In the body of the report it was emphasized 
repeatedly. The subcommittee, for instance, observed that “business-as-usual 
thinking must now be scrapped” and the reopening should be advanced with 
subsidies if necessary. Later the report declared that “reactivation is of the 
utmost urgency.” 

2.“[That] * * * its efficiency [be] improved * * *” 

In this connection the report earlier offered findings that indicated that plant 
improvements would raise efficiency, increase output, and decrease operating and 
maintenunce costs. These results, in the subcommittee’s opinion, were essential 
preliminaries to the long-range goal of “its profitable operation * * on a perma- 
nent basis.” 

5. “That serious consideration be given to expanding its capacity 

This recommendation was the only one which the subcommittee offered on a 
conditional basis. It had urged prompt reactivation; this remained the prime 
target. Expansion was not to be undertaken at the price of interference with or 
undue delay in the earliest production of nickel. Like the second recommenda- 
tion, expansion was proposed as a further assurance that Nicaro would become a 
permanent profitable operation. 

4.“'That intensive research be conducted * * *” 

Here again the subcommittee pointed at the eventual commercial operation of 
the Nicaro facilities as the long-term target. In suggesting a research program, 
“subsidized by the Government if necessary,” the report referred specifically to 
the commercial utilization of the rich iron content of the Nicaro ores. 

In summing up the subcommittee’s opinion of the recommendations—in effect, 
their purpose, the report expressed the view that “such a program will not only 
enhance materially our preparedness in nickel but will, in war or peace, diminish 
our dependence on the Inco (International Nickel Company of Canada, Ltd.) 
monopoly.” This program, in fact, has been the mandate and the policy for 
the reactivation and the operation of Nicaro. 





“mo? 


x * * 


NICARO IN OPERATION 


Nicaro originated as a war project. It was built to produce nickel for the 
imperative requirements of World War II. Known for upwards of a half cen- 
tury, the complex nickeliferous lateritic ores of eastern Cuba were largely a 
dormant resource. The decision to turn to Cuba for nickel was reached on 
February 4, 1942, even though a large-scale process for recovering the nickel had 
yet to be proved. 

I‘or America the war was hardly 2 months old. Yet the evidence was plain 
that the United States and its allies, suffering from “too little and too late” in 
combat, were in deadly jeopardy of “too little and too poor” in the industrial 
miterials for a struggle still to be fully mounted in two hemispheres. Nickel, 
an essential element in warmaking steels, was one of those materials. 

This was the reason for Nicaro. The original authorization came from the 
War Production Board. At first the target was simply the delivery of 30 mil- 
lion pounds of nickel to war industries. Later, as the dimensions of the venture 
were measured off, an investment of $19 million was allotted, and the goal was 
fixed at an outturn of 32 million pounds a year. This was trimmed to a final 
objective of 31 million a year. The annual flow has never reached this figure, 
in the first or second operation. 
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Original investment 

The capital requirements, however, grew steadily larger, largely because of in- 
creased costs all along the line. In the end, the original investment amounted to 
exactly $32,760,031.82 as recorded on the books of the Cuban Nickel Co. prior to 
rehabilitation. 

Originally, the project included a nickel refinery at Wilmington, Del., but its 
operation proved uneconomic. The refinery, no longer part of the Nicaro project 
was abandoned in October 1944 after 3 months of operation. Thereafter, in spite 
of the steel industry’s custom of using nickel metal in alloying steel, Nicaro’s 
product, nickel oxide, was used directly in the production of high alloy steel. 

At Nicaro construction got underway in March 1942 soon after the basic con- 
tracts had been signed. The first stage was completed by December 31, 19483, 
about 22 months later, when the plant produced its first nickel oxide. Full opera- 
tion was achieved a year later, on December 3, 1944, when the battery of 12 Herre- 
sholf furnaces was in full operation for the first time. 

Product and production 

In its World War II and postwar service, Nicaro was in operation from De- 
cember 31, 1943, until March 31, 1947. Over that span the plant produced 68,- 
571,414 pounds of nickel and, by the process then and at least for the present 
still in use, an inseparable fraction of cobalt which was counted and sold as and 
with the nickel. 

The actual product, nickel oxide, is a green powder. In the first operation, it 
contained, by assay, an average of 76.83 percent nickel. The cobalt content aver- 
aged 0.6 percent. 

In spite of its small size, the cobalt fraction is sufficiently large in view of the 
metal’s value to make its separate extraction a worthwhile target of research 
in progress at Nicaro. The cobalt content of the ore is approximately one-tenth 
of the nickel content. This is more than appears in an analysis of the final 
product. The difference is lost in the nickel extraction process. 

Initial achievements 

AS a war project, Nicaro paid off. It was worth its price in the perspective of 
the Nation’s urgent requirements for metal armaments of superior quality to 
sustain the high heat and high speeds of modern warfare. In dollars and cents, 
however, the project fell short of earning even its operating costs. 

When the books were closed, Nicaro was in the red by about $3 million, without 
capital charges for amortization, depreciation, and interest. In addition to the 
investment, reported at $32,760,000, for which no return was made, operating 
costs amounted to about $20 million for the first run. The production, including 
a residual inventory, had a sales value of nearly $17 million. Nicaro’s payoff 
came in other ways than money. 

The most valuable contribution was the nickel. In the neighborhood of 40 per- 
cent of the total output was produced before V-—J day. In the end, it proved the 
only new sources of nickel to become available to the United States. 

A second important achievement was success in learning the basic secret of 
reducing Cuban ores and recovering their nickel content. Efforts in this diree- 
tion first came as early as:1907, but the wartime hydrometallurgical process de- 
veloped after a small pilot plant test in Texas has been the only large-scale opera- 
tion of its kind. It opened a vista of commercial production to the mutual bene- 
fit of the United States and Cuba. 

The third outstanding accomplishment was the pioneering of a market in the 
steel industry for nickel oxide. Most of the plant’s output moved directly into 
the production of nickel-alloy steels. The oxide was accepted with the misgiv- 
ings usually accompanying wartime makeshifts, but after Nicaro’s shutdown four 
of the largest users of nickel were reported by the Defense Plant Corporation, 
which had primary responsibility in Government for the operation, to prefer the 
oxide to metal. In any event, the International Nickel Co., currently the source 
of upward of 80 percent of the free world’s nickel, thereafter placed on the market 
its own oxide, in sintered form, however. 

The Nicaro product, in spite of being in the less desirable powder form, was 
accepted and used by 27 purchasers. They included such outstanding industry 
names as Carnegie-Illinois, Bethlehem, Crucible, Republic, Allegheny Ludlum, 
and Pittsburgh Steel. By 1947, nickel oxide had earned a commercial position in 
the steel industry of the United States—in peace as well as in war. Its accept- 
ance favors the eventual establishment of Nicaro upon sound commercial footing. 
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In full perspective, the value of the pioneering achievement was limited by 
technical problems presented by dusting losses from oxide powder, particularly 
in open hearth steel furnaces. Conversion of the Nicaro product to a solid has 
long been a problem to which various remedies have been applied, including 
packaging in metal containers, a practice now in use. The basic problem, how- 
ever, has now been successfully solved by the perfection of a new process for 
sintering the powder. As a result, sintered oxide is expected in the near future 
from Nicaro with a wider acceptability in the steel industry than powdered oxide. 
Surplus years 

Nicaro Was a surplus war plant from the spring of 1947 until the summer of 
1950 when the Communists 10ved across the 38th parallel in Korea. 

During these 344 idle years, the plant was held in standby condition with 
limited maintenance. It had been transferred by the Reconstruction Finance 
Corporation in July 1947 to the War Assets Administration. Nicaro became a 
responsibility of the General Services Administration after its establishment by 
law midway in 1949 as a permanent management agency for Government property 
and records. The transfer to GSA took place in December 1949. 

The new agency accepted a two-fold task: to maintain Nicaro and to find an 
operator to take it by lease or purchase. 

Of leading significance is the fact that the plant was placed under the national 
security clause in 1948. Prospective operators were thus on notice that it was 
to be held in readiness to turn out nickel for defense. In view of Nicaro’s loca- 
tion and equipment, temporary conversion to other uses was impracticable. But 
salvage at scrap values also had been ruled out. In brief, the plant’s character 
as a nickel producer had become firmly affixed. 

Only one serious proposal for operating it was put forward during the shut- 
down period. Offered by the American Nicaro Group, a Delaware corporation, 
the proposal is significant today largely for the reason that Cuban capital was as- 
sociated with the effort. The offer was under careful consideration when South 
Korea was overrun. 

The Communist attack set Nicaro in a new perspective. With nickel critically 
short the earliest outturn from the Cuban facilities immediately became a na 
tional security objective. At the same time, negotiations with the American 
Nicaro Group were broken off. 





Searching for an operator 

The firm had acted in good faith in presenting its proposal, but its mining and 
metallurgical experience was limited. On a more tranquil international scene 
this might have been acceptable for an experimental operation. In the new situ- 
ation the resumption of operation—at full scale, at the earliest time—was man 
datory. A skilled, experienced operator was essential to rule out every risk of 
delay or failure. 

The General Services Administration thereupon undertook the administrative 
task of bringing Nicaro into production for national defense. Consultation, 
guidance, and general direction were provided by the Munitions Board of the 
Department of Defense. The Preparedness Subcommittee report has given an 
authoritative general account of the activities which led to the selection of the 
operators qualified to shoulder the task. 

In point-by-point chronological summary, these steps were: 

1. The General Services Administration asked the Freeport Sulphur Co. if it 
would operate Nicaro. Through a subsidiary, Nicaro Nickel Co., Freeport had 
operated the plant in its first run. In view of this experience Freeport was con- 
sidered a logical as well as a responsible operator. In addition, the subsidiary 
owns the pit mines from which the nickel ore is obtained about 9 miles from the 
plant. Freeport informed GSA that it would not operate Nicaro again. 

2. By letter of September 22, 1950, the General Services Administration asked 
the Munitions Board for advice on the selection of an operator in view of Free- 
port’s unwillingness. GSA submitted descriptive data from firms interested in 
the contract and recommended, in view of the urgency, that the Board set a 
deadline of September 30 on the receipt of similar material from other candidates. 
In all, six firms offered information by which to measure their qualifications. 

4. By contract on September 28, 1950, the General Services Administration au 
thorized the Freeport Sulphur Co. to go forward with an industrial survey of 
Nicaro. Earlier GSA has asked and Freeport had agreed to make such a survey. 
To be completed in 90 days, it was designed to obtain information on the rehabil- 
itation and improvements necessary to put the mines and plant in operating 
condition at higher efficiency. 
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4. By letter of November 138, 1950, the Munitions Board informed the General 
Services Administration that two firms had been approved as qualified for the 
project. These were the American Smelting & Refining Co. and Eagle-Picher Co, 
The letter stated that a third, N. J. Billiton Company of the Netherlands, also 
was qualified under criteria prepared by the Munitions Board with the aid of 
the National Security Resources Board. The letter further stated that, while 
Billiton had been omitted largely because of its foreigu ownership, the decision 
would be reviewed upon request. 

5. By letter of November 25, 1950, the General Services Administration, with 
the agreement of the National Security Resources Board, asked the Munitions 
Board to consider the “inclusion of the Billiton company as a qualified operator,” 

6. By letter of November 28, 1950, the Munitions Board added Billiton to the 
certified list and authorized the General Services Administration to negotiate 
with it. as well as with the other qualified companies, for the Nicaro operation. 

7. Under a covering letter of December 13, 1950, the Freeport Sulphur Co, 
delivered its industrial survey. It made numerous recommendations for restor- 
ing the plant. including improvements, at an estimated cost of $5,619,091. 

8. By letter of Decemher 14. 1950, the three qualified firms were asked to sub- 
mit proposals for operation of Nicaro by December 26. The letter listed 14 points 
for the guidance of the prospective operators or on which specific information was 
requested The filing time was later extended to January 2, 1951. 

9. Meanwhile, with the Freeport survey report as a foundation the General 
Services Administration negotiated with the Frederick Snare Corp. for the 
construction and equipment necessary to rehabilitate and improve the Nicaro 
facilities. The Snare Corp. was selected because it originally had built the plant 
and was well organized in Cuba to start work immediately. 

10. The final step was the evaluation of the proposals for the operation of 
Nicaro. These were received from the American Smelting & Refining Co. and 
the Billiton Co tv failing to submit a proposal, Engle-Vicher, in effeet, with- 
drew and thus narrowed the choice. The evaluation resulted in the selection of 
the Billiton offer as superior in five maior respects to the alternative. 

Both Snare and Billiton were directed to make immediate beginnings at Nicaro, 
Arrangements with both were formally drafted in letters of intent issued by the 
General Services Administration ; to Billiton on January 15, to Snare on January 
18, 1951. The Billiton letter was issued to an American subsidiary, Mining 
Equipment Corp., and later hy amendment to a new subsidiary, Nickel Processing 
Corp., which has been the Nicaro operator ever since even though LDilliton has 
ceased to be the parent company and, in fact, no longer shares in the ownership. 


t 
\ 


{/ternative proposals 

The accepted proposal was recommended by an advisory committee which the 
Administrator of General Services had appointed on December 1, 1950. To be 
a source of technical guidance in reactivating magnesium war plants as well as 
the nickel project, the Magnesium and Nickel Committee consisted of Marvin C, 
Nichols of Fort Worth, Tex., an engineer retained as consultant: C. D. Williams, 
then Director of the National Industrial Reserve: and John H. Joss, then an 
attorney in GSA. Mr. Joss later was succeeded by Leonard E. Nelson, also a 
GSA attorney. Mr. Nichols was chairman until early in 19538. 

Actually Billiton submitted two plans for Nicaro, one based upon the process 
used in the first run, with improvements in the plant, and another looking to im- 
provements in the basic process itself. By plan I Billiton estimated an annual 
outturn of 31,000,000 pounds of nickel-cobalt a year as the likely production. 
Ian II would introduce newly developed patented process improvements aimed 
at lifting the nickel output by about 10 percent and recovering annually about 
1,200,000 pounds of cobalt as a separate metal. 

In addition to these production estimates, the proposal was for a management 
fee operation, The fee feature was offered as a means by which the operator and 
the Government could obtain cost and production experience for a least fair to 
both. 

Lastly, among the significant features, the prospective operator was ready to go. 

The American Smelting & Refining Co. put forward a proposal to lease the 
plant. The company would pay the Government a flat rental and a percentage 
fee based upon sales for the use of the facility, and the Government would bear 
certain direct engineering expenses, The company estimated its production at 
27 million pounds a year. 

Combined with the lease was a proposal that the Government purchase half the 
production of nickel oxide. A further provision would require the Government to 
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buy the oxide at the market price for cathode nickel which exceeds the powdered 
oxide price by about 5 cents a pound. 

The proposal also contained other less usual features dealing with the pre- 
ferred stock Which the United States has owned in the Nicaro Nickel Co, since 
the beginning of the first operation. The Government had aided in the aecqui- 
sition of mineral rights with an investment of $1.100,000 from the Reconstruction 
Finance Corporation. The stock, providing for dividends at 4 percent per 
innum, Was in exchange. Under the proposal the Government would be re- 
quired to waive accrued dividends and discount its value. 

Freeport Sulphur Co., parent corporation of the Nicaro Nickel Co., also figured 
directly in the proposal. It appeared as an operating partner of the American 
Smelting & Refining Co. 

Lastly, the proposal was tentative subject to and dependent upon success in 
negotiating tax concessions and labor contracts in Cuba within 60 days. 

Basis of selection 

In broad outline these were the proposals which the Magnesium and Nickel 
Committee analyzed. It recommended the Billiton proposal on five counts: 

1. It was for an immediate start. The alternative proposed a delay up to 60 
days with the possibility that the search for an operator would have to be re- 


newed if the Cuban negotiations were fruitless. 

2. It was pointed toward the production of more nickel, by the present process 
and by process improvements 

3. It offered the likelihood of the eventual separate extraction of cobalt, a more 
valuable metal also in critical supply. 

4. It proposed a management-fee operation as a means of acquiring valid in- 
formation on costs for the protection of the substantial public investment in 
Nicaro. 

5. It was more economical for the United States. By analysis, the compli- 
ited pluses and minuses of the alternative indicated that 
for a lease by which the operator would accept a degree of risk, would cost the 
nent substantially more than the accepted proposal. In fact, at the end 
9; after 12 months of partial and full operation, the alternative would 
have left the United States out of pocket by about $°00,000. This amount ex- 
cludes the savings from transfers of Nicaro nickel to the Government stockpile 
at less than market prices and the income for amortization which have accrued 
to the United States under the accepted proposal. 





Final arrangements 


In recommending acceptance, the Magnesium and Nickel Committee coupled 
its findings with modifications which Billiton accepted. 

These were— 

1. That plans I and II, taken together, should become the working basis for 
Nicaro. 

In plain terms, the committee’s attitude was that the first task was the 
earliest delivery of nickel Rehabilitation and operation would be under- 
taken with the process and equipment used in the first run with whatever 
mechanical improvements that would enhance efficiency 

Meanwhile, by a pilot plant to be built at Nicaro, the process improve- 
ments embodied in plan II would be tested for installation to increase the 
nickel output and produce cobalt. The Government commitment, with re- 
spect to alterations in the process, was limited to proving their value 

The process improvements had been invented by Dr. M. H. Caron of The 
Hague, Holland, who had developed the original process as well. Both are 
technically Caron-type processes. Dr. Caron, moreover, would be retained 
aS a consultant on the use of the improvements. 

2. That an American metallurgical firm should become a partner in the operat- 
ing company. 

The committee set forth this condition in recognition of the reservation 
which had prompted the Munitions Board originally to hesitate at certifying 
the Billiton Co. The committee further suggested that either certified com- 
pany would be welcomed but left to Billiton the task of finding its own 
American partner. 

Parallel with the second condition, all three approved companies had been 
asked in the letter of December 14 if they would enlist Cuban capital in the 
operation. Billiton had replied in the affirmative even though the letter had 
specified that willingness to bring Cuban participation into the venture was not 
a condition for selection. 
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So at the outset the Dutch firm began negotiations which eventually trans 
formed the Nickel Processing Corp. into a Duteh-American-Cuban company. 
Billiton completed its negotiations in June 1951 and submitted the prospective 
three-way ownership to the General Services Administration for approval. The 
contractor selected and negotiated with the new participants, both American 
and Cuban, on its own initiative. 

As its American partner, Billiton brought in the National Lead Co. after the 
other approved companies had declined invitations. National Lead’s ownership 
represented 30 percent of the capital, and it further agreed to furnish technical 
operating personnel to the project. 

Fomento de Minerales Cubanos, 8S. A., became the Cuban partner, with the pur 
chase of 20 percent of the stock. This agreement was approved by the General 
Services Administration in July after consulting with the Department of State 
At the request of GSA the Cuban group had submitted a statement identifying 
ts several owners and setting forth that they could contribute “knowledge of 


local labor proble mis especially in the zone where the plant is located,’ 
“extensive knowledge and experience in handling * * * any problems * * * with 
the central government or municipal administrations,” and “knowledge of eco 


nomic, fiscal and administrative problems.” 

The ownership of Fomento, a newly formed Cuban corporation, was held by 
Rafael Laureano Gonzalez Cardenas, a landowner, cattleman, and sugarcane 
grower in Oriente Province: Miguel Adolfo Garcia y Garcia, director of public 
relations of Cia. Cubana de Electricidad, Cuba’s largest power company, and 
Jose A, Alvarez Cabrera, a certified public accountant and former economic 
counselor to Cuban governments. Interestingly, all three had long evinced an 
interest in returning Nicaro to operation and had, in fact, shared in the owner 
ship of the American Nicaro group which had put forward an abortive offer for 
the plant in 1950. Dr. Oscar Garcia Montes, professor emeritus of the Univer- 
sity of Havana and a former Cuban Secretary of the Treasury, was secretary of 
Fomento 

Long before its international pattern was fixed the Nickel Processing Corp. 
had entered on the task spelled out in basie letter of intent. The contract ran 
for 5 years with a management fee in the early stages. The contractor was 
obligated to come forward, within 11 months after full operation had been 
attained, with a lease suitable to the Government for the remainder of the con- 
tract. There was a balancing obligation on the Government to accept the lease. 
Thirty days of grace were allowed for negotiating differences. 

As its interim management fee the operator first received $20,000 a month in 
addition to reimbursement for all approved costs necessary to carry out the 
contract In the productive period the fee became 1 cent a pound for the nickel 
cobalt content of the oxide and remained at that level until an incentive factor 
was added early in 1953. 

Rehabilitation 

Like the Nickel Processing Corp., the Frederick Snare Corp. held a prime con- 
tract from the General Services Administration. 

The contractor's task was broadly the rehabilitation of the nickel facility, the 
mining equipment, the railroad connecting mines and plant, the metallurgical 
plant and its buildings, roadways, piers, and utilities, and the Nicaro com- 
munity For its service Snare received a fixed fee based on the estimated re- 
habilitation costs, which were incurred for the account of the United States 
Government 

Snare was at work by January 26, 1951, a week and a day after the letter of 
intent was issued 

Early expectations that the rehabilitation would approximate the industrial 
survey estimate of $6,620,000 were short of the mark. [By the end of fiscal year 
1953, the total outlay approached $12,155,000. The expenditures through Snare 
amounted to $11,628,100, including the contractor’s fees of $362,900, about 3 per- 
cent of the value of the contracted work. 

(-riginally, the rehabilitation was scheduled for a swift advance to production 
in January 1952. By midyear 1951, with the project 6 months in trajectory, 
there were signs that the timetable was severely tight. One of the chief handi- 
caps was the lack of priorities matching the vital character of the plant. Upon 
review the General Services Administration set a new date for the reopening, 
in April 1952, with full operation expected in January 1953. 

The Magnesium and Nickel Committee, moreover, took action to aid the con- 
struction contractor to gain time. The committee required the operator, Nickel 
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Processing Corp., to put a construction engineer on the job to tie together the 
plans, designs, and specifications of both prime contractors. Solicited for help, 
Government defense and mobilization agencies gave their assistance. Out of 
these efforts came the designation of Clay P. Bedford to act for the Office of 
Defense Mobilization and the Defense Production Administration as a top-level 
expediter to bring Nicaro home on time 

By the early fall of 1951 the General Services Administration had advanced the 
reopening to March 1952 With the accelerated Momentum continuing 
ip time, the project, by winter, was back nearly on its original schedule Initial 
production came on January $1, 1952, in the month first calendared for the 
reopening, 

Four of the 12 huge Herreshoff furnaces were in operation when the plant 
returned to production. The remaining eight were scheduled to be fired in a step- 
by-step plan in the succeeding months. by mid-July, 1952, Nicaro was in full 
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VPC reconstituted 
Prior to full operation, however, the ownership of the Nickel Processing Corp. 
was altered by voluntary action on the part of the three separate corporations 
hich shared the enterprise 
The operating corporation had been asked in February 1952, shortly after the 
ond run had gotten under way, to install a new general manager at Niecaro. 
General Services Administration left the choice to the operator. “TVhe re- 
est was premised upon a conviction, supported by an inspection of the opera 
in that position at Nicaro 
rhe decision was reached reluctantly and witl 0 intent to reflect adversely on 
firm or its personnel At that time Nicaro was considered the Nation's No. 1 
defense plant, and its full output of nickel was deemed essential for industry to 
eet production contracts with the defense agencies 
From the viewpoint of the Billiton firm, which owned the largest share of the 
operating company, the request was regarded as interference in company affairs. 
Upon Billiton’s failure to select a replacement within what GSA considered a 


n, that superior administrative talent was required 


reasonable time, the resignation of another official in the executive management 

NPC was requested to secure more rapid cooperation Thereupon Billiton 
voluntarily decided to withdraw from the subsidiary it had set WwW 

In the result, without objection from the Government, Billiton sold its half 
nterest in the Nickel Processing Corp. to the other partners. The National Lead 
Co. purchased sufficient shares to raise its ownership to 60 percent of the stock. 
rhe balance was bought by Fomento de Minerales Cubanos, 8. A., which thereby 

ed its holdings to 40 percent By the transaction, which took place in April 
1952, both partners doubled their original holdings. 


Production 

Since July 1952 Nicaro has had a stretch of 12 months of full operation. Its 
production is set forth below (table 1) for the first 18 months of the second run, 
with subtotals for partial and full operation. 


I LE 1 Production of nickel-cobalt content of nickel ovide at Nicaro, Cuba, 
Jan. 31, 1952—June 19538, inclusive 
Nickel-cobalt con- 





1952 : tent (pounds) 
SOI lath sitieniteseeie aon 10. 000 
February... ds cgeeoeibiecccteentei 7D, 238 
March........ eal neiats ’ ss 615, 290 
PTT nitinnn cinteininiei aap apacedniaae aie 7 1, 052, 623 
Tae a i eect a m ; 1, 402, 520 
a a i a al eee danse aba 1, 406, S97 

I Cre = ee RU CN ne cenienrecinnainn 5, 062, 618 
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i vticvicinantinaseninatiantiols aanuidietbatiainate sans inetebiaiesddaaasaetuatientiadetiaiantnioaitilaiete 1, 816, 640 
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Table 1.—Production of nickel-cobalt content of nickel oxide at Nicaro, Cuba, 
Jan. 81, 1952-June 19538, inclusive—Continued 


Nickel-cobalt con- 





1953: tent (pounds) 
January ioe nsdhpedi cid anisttoalin deca aldol bdinbad cto basiaiddus wes 2, 141, 835 
February siesta oka slipcase tic haNi Math tht Tacs a ES 1, 969, 731 
Mareh 7 Scileiai>iidinolentaraahcaniacatens sas Nach chins ceeniccoaididenhue 2, 475, 126 
April “ ink stiennwibeanlh ttc oe ase ee 2, 048, 534 
NS catia sana achechetsatab lactate deliihas tas ii indbdinschidebtaidcicdy. ) aay eae aa 
PORE ictinin cit tbaciglitclaa thet ile ia ici ttgict tag speciale ead ademdahadicilnilnin eis wbdtid to 2, 357, 935 

Production: PUll OPOratiot....ncncecnnnnssicnnes pul akkcicuswcasants 26, 158, 250 
Total: 18 months aus inhi cet dots ners tal hts ches eosihion cad ail adidas alee 31, 220, 818 


For the 12 months of full operation, Nicaro’s trendline has been marked in 
many instances by pronounced oscillations in production from month to month 
similar to the experience in the first operation. In spite of these ups and downs, 
it has moved in a generally upward direction. At the same time there has been 
endency for the fluctuations to become somewhat smaller in the latter part 
of the period pointing to a degree of increased stability. 


Taken on a quarterly basis, Nicaro’s production for the 12 months has approxi- 
mated these annual rates: 


t 


Pounds 





First quarter snbinindiae cuit ere. 
Second quarter ‘ —— cil slaladitesatiaati ciel il alice 28, 357, OOO 
Third quarter: 
Based on actual production in February.._..........._....._- 26, 347, 000 
Adjusted for fewer days in February sd a ial ladle eee 27, 017, 000 
Fourth quarter hinetons an ‘i nceticcbbais gaint Ts ae 


These annual rates reveal fully the pattern of production at Nicaro; the fluctu- 
ations, the upward trend, and the tendency for the oscillations to move within a 
narrower are in later months. 

Monthly production fluctuations reflect in part general mining experience with 
ores of which the metal content varies with the progress of mine headings along 
veins of variable richness. At Nicaro the nickel content of the dry ore has 
ranged as low as 1.311 percent to a high of 1.497 percent on a monthly average 
basis. This variation represents a difference of 12 to 14 percent in the nickel in 
a ton of ore delivered for processing. 

Aside from this normal mining variable, the reported monthly outturn has 
been influenced by the operation of a calcining kiln at the very end of the Nicaro 
process. Since the startup in January 1952 the kiln has been out of operation 
about 10 percent of the time. As the kiln’s capacity exceeds the plant's capacity, 
the repaired kiln catches up with the unbroken, around-the-clock production of 
the rest of the plant, but monthly production reports sometimes show an uneven 
pattern in the result. 

Orivinally designed for 800° Fahrenheit, the kiln turned out off-grade nickel 
oxide in the first operation. Increasing the heat improved the product but cor- 
roded the kiln shell. In the rehabilitation, it was lined with refractory bricks 
to prevent further corrosion. The increased weight, however, has induced a 
weaving movement which loosens the bricks, and shutdowns are necessary to 
replace them. As the breakdowns do not interfere with basic production, a re- 
placement has been avoided as uneconomical. Recently stiffener rings designed 
to help hold the refractories were shipped to Nicaro. 

Plant capacity 

An annual outturn of about 31 million pounds of nickel (nickel-cobalt) was 
anticipated at the inception of both operations. In neither, however, has this 
rate been sustained although in the first 12 months of full operation after re- 
habilitation it was approximated twice (in December 1952 and again in March 
1953) and approached in a third month (November 1952). 

Twelve months of practical experience, with the facility in full operation, 
points to a conclusion that the working capacity, with the present equipment, 
ranges between 27 and 28 million pounds a year. This is less than the de- 
signed capacity which, in both operations, was a reflection of metallurgical 
estimates based on laboratory and pilot-plant experience. 

Operating variations at the mines and the plant account in the main for the 
lesser rate in large-scale operations. These variations are under study with a 
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view to bringing working capacity nearer designed capacity, possibly by adding 
equipment with a relatively small capital outlay. The targets are outlined later 
n a discussion of the research program. Until experimentation has made a 
further advance on the problems underlying the operation variables, the project 
should be considered to be still in the shakedown stage of operations. 


Income and costs 

In the first 12 months of full operation after rehabilitation, the fiscal year 
which ended June 30, 1953, the total cost of operating Nicaro exceeded net 
income from sales. The excess of costs over income was equal to 2 percent of all 
the charges borne by the year’s operations, including amortization. 

Income and costs for the fiscal period are shown in table 2. 

rhe significant points are 

1. The total cost of operating the nickel facility amounted to $12,214,000. 
This included the charge necessary to amortize the total capital investment 
within the estimated lifetime of the ore reserves from which the plant is 
supplied. 

2. The total income from sales amounted to $11,965,000. This included the 
return from transfers of nickel to the Government stockpile at less than market 
prices. A saving of approximately $725,000 resulted from the lower price. 

3. The excess of costs over income amounted to $240,000. The deficit thus 
accrued represented 2 percent of the total operating costs. It was also less than 
10 percent of the charge of $2,785,000 for the amortization of capital value. 

Costs.—The total operating cost is composed of (1) certain costs derived from 
expenditures made from appropriated Government funds prior to the current 
operation; and (2) additional costs to the Government resulting from expendi- 
tures made from the revolving fund of the Defense Materials Procurement 
Agency. The former costs consist of (@) amortization of the capital value of the 
Nicaro facility as reflected in the accounts of the General Services Adminis- 
tration; (0) certain supplies remaining from preceding operations of this and 
other Government-owned plants and from the rehabilitation of the Nicaro plant. 

Special items of cost were as follows: 

Ore royaltics, $1,648,259.40.—These were paid to the Nicaro Nickel Co., owner 
of the ore reserve, at the rate of 6.301 cents per pound of the nickel-cobalt con- 
tent of the oxide obtained from ore. 

Start-up expense, $264,041.78.—Costs incurred in getting the plant to full 
operation totaled $1,046,155.10. This amount is being charged to manufacturing 
costs prorated over the estimated production for the first half of the current 
operating contract. 

Amortization, $2,784,579.75.—Amortization of the capital value of the facility, 
including capital value acquired with DMPA funds, is on the basis of the esti- 
mated life of the ore deposits. The amortization period extends until 1966 

The amortization charge is based upon the retirement of the following capital 
values: 











Prerehabilitation investment._............2................ -... $32, 760, 031. 82 
Rehabilitation : 
irom appropriated funds iiss apeeabsaseonicls bia nnone=- 10,341, 035. 64 
POM. Dee oe TOT On Ct Se nhs ke ac annduabeen 1, 813, 000. 00 
Other funded fixed assets: 
Mavari Road (United States share)___--- =? ice Ss oer 34, 994. 67 
Pet EE a ee ee ee ee gipbiditealabes 19, 141. 74 
Added equipment ~~~ sad iplapindicinshsunnseagce as del Ada toate aan 1, 352, 138. 88 
PO ce a la a a biclactnestkbibuniedndielabeebaleodiedh . $46, 320, 342. 75 


Management fee, $305,817.72.—This represents payments to the Nickel Process- 
ing Corp. based on production of nickel oxide. 

Costs do not include (a) charges for administrative services furnished by the 
General Services Administration and its associate agency, Defense Materials 
Procurement Agency; (0) interest on DMPA funds advanced to finance opera- 
tions; and (c) provisions for eventual shutdown and layaway costs. 

Income.—All income results from sales of nickel oxide. For the fiscal year, 
net operating receipts amounted to $11,964,443.75 and consisted of (a) sales to 
private industry at market prices which during the year ranged from 50.75 to 
61.75 cents per pound; and (0b) transfers of the finished product to the Govern- 
ment stockpile at 41.5 cents per pound which represented out-of-pocket costs 
paid from the DMPA revolving fund. 
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Eepansion and research 

In spite of the commanding first call for rehabilitation, operation, and produc- 
tion, expansion and research have been given increasing attention and effort 
from the beginning of the restoration 

Out of this has come three important decisions, the first two of which are in 
execution and the third is awaiting the final developments. These were 

1. To establish a process development plant at Nicaro for thorough investiga- 
tion of the utilization of lateritic ores. It evolved from plans for a pilot installa- 
tion to test phases of the process improvements. The finished plant cost $575,000. 

2. To undertake research aimed at product improvement and economies in 
production. 

3. To expand the capacity of the metallurgical plant by 75 percent. 

These decisions, particularly the last two, have influenced the letter contract 
with the Nickel Processing Corp. 

Under its original terms the operator was obligated to propose and the Govern 
ment to take an acceptable lease within 11 months after full operation had 
begun. This clause became operative July 16, 1952, with reactivation of the last 
tier of reduction furnaces. 

Almost simultaneously the General Services Administration proposed an 

mendment to the letter agreement by which research would become a specific 
duty of the contractor. The amendment was accepted It was aimed especially 
t product improvement although other research targets were within its general 
ntent. The revision provided for no increase in fee for the operation. 

Shortly thereafter the General Services Administration and the Defense Ma- 
terials Procurement Agency, acting in concert, began to examine Nicaro as a 
potential source of a larger volume of nickel. This study led to a decision in 
mid-December 1952 for a 75 percent expansion. Its execution was made con- 

ngent upon the proving of sufficient ore reserves to feed an expanded plant, 
the technical and economic value of the process in use at Nicaro compared with 

her processes, a continuing shortage of nickel, and the availability of con- 
truction funds 

Meanwhile, the Government and the operator had entered into exploratory 
nferences to find out whether an acceptable lease could be negotiated in view 






r 


of the probable expansion. Finally, however, General Services Administration 
neluded that, with nickel st n overall stringent supply, a lease would be 
mntrary to the public interest his decision rested upon considerations wholly 


separated from the acceptability of any lease proposal reasonably in prospect. 
Che basis of this reasoning was largely the fact that an expansion would replace 
ts. The unpredictables would occur during 


known costs with imponderable cos 
the expansion, in view of its uncertain effect on the present operation, and in the 
peration of the expanded plant. The co 
ild not be fastened down at the time. Moreover, there was a distinct prob- 
ability that as long as the Nicaro product continued to be nickel oxide powder the 
output of at least the expanded capacity would move into the national stockpile. 
rhus, in effect, an expanded plant would be producing in a major degree directly 
for the Government’s account 
In these uncertainties, the General Services Administration amended the orig- 
inal letter contract to extend the management fee arrangement through the life 





s of an improved product likewise 





if the agreement. By the amendment the contractor and the Government alike 
vere released from the lease obligations of the original contract The revision 
extended the management fee operation, left both parties free to propose a lease, 
ind added incentives to the operator’s fee. Other provisions spelled out an ex- 
panded research program, discussed in detail later, for an aggressive attack on 
the problems of improving the product and reducing operating costs 

As one of the new incentives, the contractor is receiving an additional fee of 
one-fourth cent a pound for the nickel-cobalt production It was designed to 
compensate the contractor for greater research effort. The basic fee of 1 cent a 


pound for nickel-cobalt oxide remained 

It became, in effect, a base for a scale of fees designed to encourage the con- 
tractor to put the finished product in superior forms. When the original fee was 
devised oxide powder was the expected product. While it has attained accept- 
ance in the steel industry, the range of usefulness is narrower than for oxide 
in sintered or briquetted forms or for nickel in metallic form. Solid forms reduce 
the risk of loss in steel furnaces. Moreover, both sintered oxide and metallic 
nickel are preferred for stockpiling. 








652 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


For these reasons the contractor may now claim a progressively higher fee for 
turning out a product in progessively higher form. The new scale: 1 cent a 
pound for powder, 1% cents for sintered oxide, and 2 cents for metal. 

So far the contractor has not realized upon the new product scale. But with 
the recent perfection of a sintering process, construction of a sintering plant is 
underway at Nicaro at an estimated cost of $757,000. It is expected to be in 
operation at the beginning of 1954. 


Contributions 

In carrying out its responsibility for Nicaro the General Services Administra- 
tion has had cooperation from many quarters, in this country and in Cuba. 

Chief among the contributors has been the Defense Materials Procurement 
Agency. After its organization in the fall of 1951 it gave its active assistance. 
In a very real sense the project has been a joint GSA-DMPA operation. 

From its revolving funds DMPA advanced the last installments of capital 
needed to drive the rehabilitation through on time. The same funds have fur- 
nished operating capital for the mines and the plant (see table 2). Moreover, 
DMPA presently has in progress systematic explorations for additional ore re- 
serves for an expanded operation. The Bureau of Mines of the Department of 
the Interior is giving the survey technical direction as well as experimenting with 
the problem of producing nickel metal. 

Other Federal agencies which have materially aided in the project include the 
Munitions Board, National Security Resources Board, Defense Production Admin- 
istration, and Office of Defense Mobilization. The last two threw their weight 
into the struggle to reactivate Nicaro when there was imminent danger of serious 
delay. 

In this connection the Department of the Navy made outstanding contributions. 
By air ferry, it moved badly needed supplies from Norfolk, Va., to Nicaro. Sup 
plies also were loaned from its stocks at the Guantanamo Naval Base. The Navy 
also alleviated a troublesome housing problem by recommissioning a mothhballed 
barrack ship and laying it into Levisa Bay where Nicaro fronts on Atlantic 
waters. With construction and operating crews at work at the same time in the 
final rehabilitation stage, Nicaro community had become overcrowded. 

The Department of State bas been a constant source of advice and assistance. 
Its helpful counsel has contributed to the solution of the many problems to be 
expected in a unique international operation of Nicaro’s character. The Depart- 
ment, through the American Embassy at Havana, has been a direct channel for 
communication and consultation with the Government of Cuba. 

The Republic of Cuba has been most generous with its cooperation, by tax 
relief and by participating in phases of the project. This assistance reflects 
nickel’s strategic value to the free world as well as the Cuban National Govern- 
ment’s recognition of the nonprofit, noncommercial aspects of the project while 
its permanent position in the Cuban economy is being ascertained. 

Tax relief has been furnished in the form of a customs decree issued in April 
1951 and a tax decree of May 1953. The first, effective from early in the re- 
habilitation, has released the United States from import duties on materials and 
supplies delivered for its account at Nicaro. The more recent decree applies to 
internal taxes. Both represent material contributions to the project by exempt- 
ing it from taxes which would otherwise be payable by the United States Govern- 
ment. 

In addition, the Cuban Government has arranged post office and customs 
facilities at Nicaro and borne nearly half the cost of an all-weather road con- 
necting the plant with Mayari, the nearest Cuban town. The national Govern- 
ment, moreover, has opened its public lands for ore explorations. 

Private industry—Cuban, Dutch, and American—was instrumental in ex- 
ecuting the task. Cuban labor has added its cooperation. 

In addition to the work of the prime contractors and their labor forces, the 
project has had the cooperation of the United Fruit Co. and Bethlehem Steel 
Co., which own neighboring installations. They have been particularly helpful 
to the ore explorations. Bethlehem, which holds substantial reserves for their 
iron as well as nickel content, loaned aerial negatives of the area and thereby 
save the United States the cost of new photography. 

By recommendations in its industrial survey report aided at raising plant 
efficiency, Freeport Sulfur Co. likewise contributed to the project’s advancement. 
The report was delivered ahead of schedule, and Freeport returned to the Gov- 


ernment $12,703.62 of its fee of $75,000, retaining only out-of-pocket costs. 
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The project has benefited, moreover, from the special experience, high skills, 
and forward-looking policies which the contracting firms brought to their work. 
Snare has long been a builder in Cuba. Its labor policy makes full use of Cuban 
capabilities, in professional as well as work requiring lesser training. The Nickel 
Processing Corp has employed the full talents which its international Cuban- 
American ownership has made available. 

National Lead Co., owner of the majority interest, has demonstrated its diversi- 
fied metallurgical experience by the steady expansion in recent decades of its 
interest in metals other than lead. An example is the company’s operations at 
Fredericktown, Mo., where the ore contains nickel, cobalt, and copper, as well as 
lead, and the processing thereof requires broad metallurgical experience. 

Uncommon metals in which National Lead has had production experience are 
antimony, zirconium, and uranium. The company produces iron in the form of 
magnetite and operates a full-size commercial plant for the production of tita- 
nium. Produced in limited quantities a few years ago, it is the most widely 
acclaimed new metal of the present era. This emphasis on exploring the produc- 
tion and use of such materials, unknown or unwanted untii recently, testifies to 
National Lead’s metallurgical enterprise. 

With this help the General Services Administration was able to reactivate the 
plant on schedule and bring it to full operation. As a result, Nicaro has had an 
uninterrupted operation at an increasingly high level of productivity. 





PERFORMANCE FOR THE FUTURE 


Nicaro is today a going operation. 

It was reactivated on its original schedule, and it has been producing nickel 
with greater efficiency ever since. 

The degree to which the recommendations of the Preparedness Subcommittee 
have been carried out is set forth below. Performance, insofar as practical yard- 
sticks are available, has been measured or appraised in the light of the sub- 
committee report. 

The first operation, spanning 40 war and postwar months (1943-47), has pro- 
vided a convenient means for measuring the present performance. In fact, in 
view of the worldwide lack of other documented experience with the novel task 
of extracting nickel from lateritic ores, Nicaro’s first run is also the only available 
yardstick. 

Fortunately, in fact, the first venture, in wartime project of emergency char- 
acter, has been ably and thoroughly described. A report, Review of the Nicaro 
Nickel Project, was completed in January 1948, a year after the shutdown, for the 
Office of Defense Plants which had primary responsibility for the operation. It 
was written by the projects principal and senior engineers, Henry A. Tobelmann 
and Harry L. Morgan, and runs to one-hundred-and-sixty-odd typewritten pages 

As the review makes clear, the project was beset in its first run by wartime 
shortages as well as by inexorable wartime demand for more nickel at whatever 
sacrifice and by whatever improvisation. As a result, the project was handi- 
capped at times from the lack of thorough preoperation investigations, inade- 
quate engineering designs, and equipment failures. 

For this perspective-setting reason, operating data developed during the first 
and second runs may not be fully comparable. In any event they probably should 
be weighed in some degree to reflect the sizable difficulties which were encoun- 
tered and to a large degree surmounted in the first operation. Whatever improve- 
ments were discernible in the second operation, by the same token, reflect the 
benefit of experience in the pioneer operation as well as the somewhat more 
moderate scale of the problems which have continued to surround the present 
venture at Nicaro. 


Production 


In the present operation, production has risen above the rate achieved in 1946, 
high year in the first run. This comparison is set forth in table 3. Actual per- 
formance for each month of full operation has been compared on an index basis 
with the average monthly rate necessary to reach the annual output recorded in 
1946. This rate has been given a value of 100 percent. 
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TABLE 3.—Production of nickel-cobalt at Nicara, Cuba, from July 1, 1952, 
through June 30, 1958, compared with the average monthly rate of production 
for 1946. 


1946 monthly 
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Recovery rates 


Another index pointing to improved efliciency is a higher recovery rate in the 

second run. This is shown in table 4 which compares monthly averages for 

1945-46 with July 1, 1952 to April 30, 1953. 

TabnLe 4.—Comparison of rates of nickel recovery at Nicaro, Cuba, for average 
months in the first and second operation 





I t Second 

Item operation ope on 
1 ore ty ed 102, 495 103, 636 
h l content ry t ercen 1.45 1.39 
Pou f kel to fur 2. 87 St 2. 846, 234 
Pound kel pr ced 2, 020. 03 2, 130, 880 
Overall kel re el ate percent 70. 31 74. 87 


Cort comparisons 


Improved rates of production and recovery suggest that production costs may 
be less in the present operation. 

This conclusion is offered, of necessity, on a tentative basis in the absence of 
cost data which are exactly comparable in every respect. In any event, inflation 
in price levels since the end of the 1943-47 period would necessitate economic 


adju ents to bring cost fizures to a real dollar basis. Therefore, compxrison 
derived from the wealth of data in the official report to the Office of Defense 
Plants have limited usefulness. At best they are only rough measurements 
One example is the reported cost of 24.3 cents a pound for the nickel-cobalt 
produced in 1945, the first operation’s best year, according to the report. This 


figure covered only Cuban operating costs. 

In the present operation, the Cuban costs believed to be most nearly comparable 
amounted to 29.497 cents a pound for the 12 months of full operation. This is 
the manufacturing cost less ore royalty, management fee, pilot plant expenses, 
and administrative expenses in the United States. Neither figure, of course, 
includes capital charges of any kind. 

To the extent that these cost figures are comparable, they show the cost per 
pound for the present operation higher than the first by 22 percent. However, 
base wae rates and the cost to the major raw materials have increased by 
equal or larger percentages since 1945, according to information from the Nickel 
Processing Corp. With the differences in data and in economic conditions taken 
into account, there is good reason for an opinion that production costs are lower 
in the second operation. 


Research program 


In accordance with the recommendations of the Preparedness Subcommittee, 
the General Services Administration has underway an intensive research attack 
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on the production problems at Nicaro. The results already are improving the 
operation. 

In its major aspects, the program is being carried out by the contractor, Nickel 
Processing Corp., in direct association with is operation of the mines and plant. 
The project also has had research assistance and support from the Bureau of 
Mines and industrial consultants in the United States and Canada. 

The broad objectives are increased production, lower operating costs, recovery 
of useful byproducts, and the improvement and diversification of the present 
end product. The operator’s research efforts are going forward simultaneously 
at Nicaro and Niagara Falls, N. Y., with some tests being undertaken at 
Fredericktown, Mo. At Nicaro the process development plant is currently being 
used to test the Caron process of nickel-cobalt extraction and separation. It will 
serve also as a testing unit for plant and product improvements initially ex- 
plored in a metallurgical research laboratory at Niagara Falls 

In the search for product improvements, the program already has yielded 
tangible results of high value. By perfection of a process for sintering nickel 
oxide powder, a foundation has been laid for convert Nicaro’s outgoing 


product to the long-desired solid form on a commercial basis. Laboratory pro 
duction of nickel ingots meeting commercial standards points to the eventual 
eting of metallic nickel as well 


Vickel oxvide sintcr.—As a result of the development of a satisfactory process 
for producing sintered oxide, equipment is on order, ground h 
and a sintering plant is expected to be in operation at Nicaro by January 1954, 
A sintered product will have much greater acceptance and utilization than the 
power This research achievement constitutes a major forward step in product 
provement. 
Nickel metal.—Production of nickel in metallic form will further broaden the 
rket for the Nicaro output. Metal ingots also are particularly convenient 
for handling, shipping, and storing nicke 
he first phase of the metallic research program has been satisfactorily con- 
cluded, <A series of melts has produced ingots containing 98.5 percent nik 
cobalt, 0.90 percent iron, 0.05 percent carbon, and 0.02 percent sulphur. This 


as be en bro cen, 


kel plus 





analysis is well within the stockpiling specilications and except for the iron would 
be equal to or better than that guaranteed for electrolytic nickel. Work is nov 
progress to obtain factual economic data by which to estimate the capital and 
operating costs in full scale production 
Nicaro nickel also has been smelted into sample ingots of satisfactory grade by 
the Pittsburgh meta cal boratory of the Bureau of Mines and by the 
Quebec Metallurgical ratory. The Bureau research is aimed at the produc- 


t} 


e metal from nickel carbonate which, in the Nicaro process, precedes by 


( step the outtu of nickel « le 

E trolytie nickel.—Electro-refining of Nicaro nickel has been studied with 
considerable success. The research has employed carh« anodes and various 
purified electrolytic baths derived from both the oxide and carbonate. This 
program is to be expanded by using cast nickel anodes and a continuous ele¢ 
t te refining system which should assure a uniform produce of high purity. 


The costs of the various feasible methods wi compared. 
l y is aimed at the improved 


Process development plant Che Caron process stud 


t 
extractor of nickel and col ait ind 


tri the separation of these metals through special 
handling of the ammonia-carbon dioxide leach solutions. Separate cobalt re 
covery, however, still presents numerous difliculties 

Considerable progress has been made in testing the use of a pilot rotary kiln 
to reduce the metal in the ores. Preliminary results indicate that a high per- 
centage of the metal in the ore is converted to extractable form—the first step 
toward improved recoveries, increased production, and lower operating costs 

{nother interesting outgrowth of the rotary kiln experiments is the possible 


use of Cuba 





n asphalt as a fuel for reducing the nickel in the ore to soluble form, 

However, further research will be required for a firm determination in this field 
Another important result under engineering evaluation is the determination 

that higher recoveries of nickel can be obtained if t 

separate types, known geologically as serpentine and 


he ore is first divided into its 
limonite fractions, with the 
Separate reduction of each fraction. This would incrase the grinding capacity of 
the plant as the limonite fraction requires much less pulverzing. Any increase 
in grinding capacity or recoveries would materially improve production. 

In addition to continuing the studies described above, future plans include an 
expansion of laboratory research at Niagara Falls and the greater use of the 
process development plant at Nicaro as a testing unit for plant improvements. 
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The laboratory and the test unit are being brought into close liaison to assure 


maximum effective small-scale pretesting of research discoveries. 


Production program A further reduction in operating costs is being sought by 
a comprehensive research plan which is being developed and gradually put in 
operation It is concerned primarily with increasing throughput, effecting 


processing economies, and production of a purer end product. Long-range plans 
call for improved nickel and cobalt recovery and further work on plant tailings 
as a source of iron, 

Some of the immediate results of process improvement research, which have 
reached the engineering evaluation stage, relate to ore separation, ore grinding, 


and reduction roasting of senarate ores 


Laboratory research program Small-scale research on process and product 
i ovement 2s well as product diversification is now being centered at Niagara 
Falls. This location enhances accessibility to technical literature, laboratory 
supplies, special research and analytical services, consulting aid from specialists, 
and cooperative help from other research laboratories, particularly those con- 
cerned with the utilization of nickel. 

One of the fir projects will be the systematie study of optimum leaching 
techniques in conjunction with metal purification and separation. The program 

will include orderly experimentation in every approach to the eco- 
nomical processing of Cuban laterites as well as a complete study of product 
improvement and diversification in relation to industrial use and requirements. 

] ore: Nicaro buproduct By an interesting metallureical twist, Nicaro 
ores are being processed for the nickel and cobalt content. Yet iron is the prin- 

pal metal they contain. Not far from Nicaro, for instance, the Bethlehem Steel 
Co. ov nd intermittently mines n ore from its Own larze reserves. 


In fact, the overburden which blankets the most desirable ores now being fed 
into Nicaro is particularly heavy with iron, and it is bulldozed aside and saved 
for ssible future use. The nickel content is extremely low. 

Below the overburden, however, are the Nicaro ores in layers of limonite (gen- 
erally, 1.25 percent nickel, 50 percent iron, with a trace of chromium) and altered 
serpentine (1.8 pereent nickel, 12 percent iron) Obviously, the Nicaro plant 
handles, by weight, far more iron than nickel. The tailings which are spilled 
from the plant are rich in iron content and could be readily used in making iron 
but for the remnants of unrecovered nickel and other metals, particularly chro- 
mium. Economically classed as impurities, their presence prevents economic use 
of the tailings 

Considerable preliminary work has already been carried out on the benefication 
of Nicaro tailings. In spite of the special problem presented by metallic impurities, 
one of the most promising approaches to the use of the tailings as a source of iron 
s as a blending agent with low-grade iron ore. Economic utilization will be 
simplified as nickel and cobalt extraction is improved and if a practical method 
for leaching out the chromium can be developed. Long-range plans include a 
sustained study of this problem. 

The research program, in all its aspects, is expected to have continuing value. 
Its primary usefulness, of course, will come from the anticipated development 
of the improvements necessary to assure commercial operation at Nicaro. The 
research targets, in reality however, are broader than Nicaro. 

Successful solution of the many problems connected with the Government in- 
stallation in Oriente Province should prove rewarding in the profitable utiliza- 
tion of iron, nickel, and cobalt ores elsewhere in Cuba. At still longer range, the 
results will bring nearer to commercial usefulness the known large reserves of 
similar lateritiec ores in other parts of the world—Brazil, Venezuela, Indonesia, 
and the Philippines. 

Erpansir n 

The Preparedness Subcommittee set the expansion of Nicaro as a secondary, 
long-range goal for consideration after reactivated operation was assured. 

In consequence, the decision to expand came late in 1952. Its execution, how- 
ever, is subject in part to the availability of ore and the suitability of the process. 
The Defense Materials Procurement Agency had the responsibility for the deter- 
mination of these particular contingent factors, and they are now being resolved. 

Ore explorations have enlarged the total reserves at Nicaro to approximately 
34 million tons, including the remaining Nicaro Nickel Co. deposits at an esti 
mated 19 million tons. Originally, the expansion target was about 26 million 
tons. The survey has proved upwards of 15 million tons with a reasonable likeli- 
hood that 8 million tons will be added to the overall supply from which an ex- 
panded plant can be fed. 
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Meanwhile, three alternative processes of known or potential value in treating 
Cuban ores are being examined in a comparative study for DMPA. The Battelle 
Memorial Institute of Columbus, Ohio, was retained for the task. Its survey 
embraces processes which utilize nitrie and sulfuric acids as well as the am- 
monia leaching process. The latter, of course, is in use at Nicaro and is the only 
one which has had full scale use with the Cuban ores, The Institute report is 
expected soon. 


Future of Nicaro 

The plant is now in full operation; its efficiency is being steadily improved. 

In spite of manifold difficulties in obtaining materials and equipment, the plant 

is started on its second run on January 31, 1952 in the month originally 
scheduled for the reopening. Full mechanical operation was achieved in mid- 
Iuly 1952 with the completion of the stage-by-stage firing of the dozen huge 
Herreshoffs which form the plant’s battery of reduction furnaces. 

With the plant again in operation and under constant survey and experimenta- 

m aimed at higher productivity, the most pressing elements in the recommenda- 

of the Preparedness Subcommittee have been executed 








The overall objec tive, of necessity, is still in the future It is the permanent, 
ble operation of Nicaro as a surefooted commercial venture 

With reactivation a solid fact, efficiency on the rise, arch in progress, and 

expansion under positive consideration, the subcommittee’s specific goals have 

been knit together into a comprehensive program for the development of the 


Nicaro nickel resources In the ultimate, commercial operati will hinge 
id program, 
I its design, it is intended to contribute to the utmost to the successful estab- 

hment of Nicaro as a sound private enterprise. This is where the program for 
Nicaro stands today. 

With the achievement of the ultimate goal, the United States and Cuba would 
have an asset of great, continuing value not only in the utilization of the ores 
appurtenant to Nicaro, but also in the development of the island republic’s latent 
resources of other valuable ores 

In those circumstances, Nicaro would be serving the best interests of both 
nations in peace as well as in the stress of war, defer mobilization, and inter- 
national emergency. This is the place which Nicaro should occupy in the 
economy of the Western Hemisphere, and the program now in its career at 
Nicaro is directed toward that goal 


m 
} 


i 
rgely on success with each of the several aspects of the bro: 








APPENDIX D 
HARRY DEXTER WHITE PAPERS RELATING TO STRATEGIC AND CRITICAL MATERIALS 


The SECRETARY OF THE TREASURY 
Washinaoton (undated). 
The PRESIDENT, 
The White House. 


My Drag Mr. Presmpent: During the last year I have discussed several times 
with Mr. Harriman a plan which we in the Treasury have been formulating for 
comprehensive aid to Russia during her reconstruction period We are not 
thinking of more lend-lease or any form of relief but rather of an arrangement 
that will have definite and long-range benefits to the Unit 

Ambassador Harriman has expressed great interest and would like to see the 
plan advanced. I understand from him that the Russians are reluctant to take 
the initiative, but would welcome our presenting a constructive program 

You will recall at Quebec Mr. Churchill showed every evidence that his great- 
est worry was the period immediately following V-E Day. We have now worked 

ut the phase two lend-lease program with the British after 2 months very hard 
work. 

I am convinced that if we came forward now and presented to the Russians a 
concrete plan to aid them in the reconstruction period, it would contribute a 
great deal toward ironing out many of the difficulties we have been having with 
respect to their problems and policies. 

I hope that you will give me an opportunity to present to you the work which 
we have been doing here in the Treasury over a period of a vear on this subject. 

I am furnishing Mr. Stettinius with a copy of this letter for his consideration. 

Sincerely, 


d States. 
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(A letter from Secretary of Treasury to the President undated and unsigned, 
on Secretary of the Treasury letterhead.) 


JANUARY 10, 1945. 


MEMORANDUM FOR THE PRESIDEN 
A $10 BILLION RECONSTRUCTION CREDIT FOR THE 0. & & BB 


I suggest consideration be given to a financial arrangement with the U.S. 8S. R. 
to provide her with $10 billion credits for the purchase of reconstruction goods 
in the United States, with provision for repayment to us chiefly in strategic raw 
materials in short supply in the United States. 

1. The interest rate could be 2 percent, amortized over a period of 35 years 
A schedule of repayments is attached 

2. The Russians have more than adequate means to assure full repayment. 
There are three principal sources from which she can obtain the necessary 
amount of dollars. 

(a) Selling to us strategic raw materials which are in short supply in the 
United States because of our depleted natural resources. (See attached 
memorandum. ) 

(b) Russia will be able to develop substantial dollar assets from tourist-trade, 
exports of nonstrategic items to the United States, and from a favorable balance 
of trade with the rest of the world. 

(c) Russia has a stock of gold estimated at $2 billion now and is reported to 
be able to produce from $150 to $250 million per year. These gold resources can 
be used to pay her obligations to the United States to the extent that her other 
dollar sources are not adequate 

3. An important feature of this proposal is that we will be conserving our 
depleted natural resources by drawing on Russia’s huge reserves for current 
needs of industrial raw materials in short supply here. We would be able to 
obtain a provision in the financial agreement whereby we could call upon Russia 
for whatever raw materials we need without giving a commitment on our part 
to bu 

4. This credit to Russia would be a major step in your program to provide 609 


million JobDS in the post var period. 


CONSERVATION OF UNITED STATES NATURAL RESOURCES AND IMPORTS FROM THE 


U. 8. 8S. R 


The United Stafes has had to draw heavily on domestic raw material reserves 
during the war to meet peak production requirements. The following table 
prepared from some recent confidential reports for the Secretary of the Interior 

the depleted natural resources of the United States, and emphasizes 


the need for conservation measures, 


) 
Reserve domestic supplies 
P} 


On t} ) ) On t } 
0 ‘ i ( ti M 
p 1f 1 
M r } l 
1 , py } 
Z l ippl Ss ] 
I ! 6 } 
Cc No re rd La l yea sul 
M 3 vears ipply 


We could safeguard and conserve our strategic material reserve in postwar 
years which are now at a minimum level, by importing from abroad to meet 
ordinary annual production requirements. The U. 8. 8. R. has tremendous re- 
serves of many materials which the United States will urgently require after the 
war. A reconstruction loan to the U. 8S. S. R. will give the means whereby we 
can conserve our natural resources for the next two generations, by utilizing 
Russian reserves. The U. 8S. 8. R. could provide substantial quantities of stra 
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tegic raw materials for an annual basis within 5 years after the close of the 
war as indicated in the following table: 


a | a eT $80, 000, 000 
Manganese, tungsten, graphite mica, chrome, mercury, iron 
ore, platinum, copper. 


Timber and wood products_ iit i a ct 
Petroleum-— aa hia aia dicta inecishtanad sectneh no ciaireaenataiieanenie s sila sai tae, A 
Oils and oilcake_ a a a ca cuneate Ce cswcnisenisinimen. 2 GooLGee 
oi ly Be Be fl | a ee 

OO eitinaeencse sn snes sil casa elas eee ce a 


Repayment schedule for advance of $10 billion credit for 35 years at 2 percent’ 


[Millions of dollars] 


| 





| Sched- Ann wall Unpaid || Sched- Annuallun paid 
: | uled |Annual, 5©'°° | balance , uled |Annuall| * , |balance 
+Or expend- interest} ""* of at end Year expend- interest ule of it und 
iture o : "*” | of year itures a a of year 
| 
| 1,000 20 0 20 7 152 | 500 | 7 
2 | 2 500 70 0 21 145 500 6 
3 3, 000 132 ( 22 138 | 500 6, 53 
4 | 2, 500 184 100 7 23 131 500 | 6 
5 1, 000 206 150 | 10,513 24 123 | 500 § 
f 210 200 | 10,523 |} 25 116} 600 5 
210 250 10, 484 26 106 | 600 4 
8 210 n 10,393 || 27 96 600 | 4,30 
208 50 | 10, 251 oR mE 600 3. 789 
205 40 10.056 29 7 600 | 965 
"1 100 30) 65 600 | 2730 
2 17 100 31 55 600 2, 185 
13 13 400 32 44 | 600 | 1, 629 
14 189 400 33 33 CI 600 | 1, 061 
5 500 34 21 | 600 483 
178 500 35 10 492 } 
7 172 500 | 
8 16 500 Total. _- 4, 691 14, 842 
159 500 





This schedule is a basis for negotiation. 


January 10, 1945 : Two originals and three copies to Secretary’s Office ; copies to 
Luxford and DuBois. 
HDW: HG: AFL: JEF:SG:rl January 10, 1945. 





Marcu 7, 1944. 
To: Secretary Morgenthau. 
From: Mr. White. 
Subject: Proposed United States loan to the U.S. 8. R. 


The following memorandum is in reference to your request that the feasibility 
of the etxension of a large credit to the U. S. S. R. in.exchange for needed stra- 
tegic raw materials be explored. Your opinion that such arrangement might 
well be feasible appears to us to be supported by our study of the possibilities. 

1. Kecent confidential reports on our raw material resources prepared for the 
Under Secretary of the Interior disclose an increasing dependence of the United 
States on foreign sources of supply for strategic raw materials because domestic 
reserves have been seriously diminished or virtually depleted. 

2. The following table indicates the extent of United States current reserve 
supplies for some important strategic materials which can be produced in quan- 
tity in the U. S. S. R., in terms of prewar and current war, domestic require 
ments: 
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Reserve domestic supplies 


On basis of our 1938 domestic Qn basis of our current con- 
consumption sumption 1943 

Petroleum 16 years’ supply 13 years’ supply. 
Manganese 9 years’ supply 3 years’ supply. 
Tungsten 23 years’ supply 0 
Zinc 17 years’ supply 8 years’ supply 
Lead 7 years’ supply -- i ..| 6 years’ supply. 
Chrome No record | Less than 1 year’s supply. 
Mercury 3 years’ supply 2 years’ supply. 


3. It is evident from the above table that, although our domestic reserves of 
petroleum, tungsten, and zinc may suffiice to meet consumption requirements for 
the next decade, they will be almost entirely dissipated by the end of that period ; 
in the case of manganese, chrome, mercury, and lead our resources are too lim- 
ited to satisfy even probable domestic requirements of the next 10 years. The 
number of strategic materials for which our reserves are very low and which 
ean be produced in the U. S. S. R. is greater than indicated above, and includes 
platinum, vanadium, graphite, and mica. 

4. Although our reserves of strategic materials could be somewhat expanded, 
given an increase in price to make possible further developments of marginal re- 
sources, the necessity of growing United States dependence on foreign sources of 
supply in order to satisfy anticipated postwar industrial requirements and to 
maintain adequate security reserves, is inescapable. (See attachment I for com- 
plete table on United States metal reserves. ) 


U. 8. 8. B.-UNTAPPED RAW MATERIALS RESERVOIR 


1. The U. S. S. R. is richly provided with a wide range of strategic raw mate- 
rials, including metals, minerals, timber, and petroleum, but the unequal degrees 
to which these have been developed will limit the number and volume that may 
be available fur export in the immediate postwar years. 

2. Rapid ecoonmic reconstruction and expanded resources development could 
greatly enhance the export surplus of the U. S. S. R., could sustain large-scale 
exports of metal and metallic ores, petroleum, and timber at an average annual 
value of at least $500 million, not including exports of other materials such as 
furs and semimanufactures. 

3. It therefore appears that a financial agreement whereby the United States 
would extend a credit of $5 billion to the U. S. S. R. for the purchase of industrial 
and agricultural products over a 5-year period, to be repaid in full over a 30-year 
period, chiefly in form of raw material exports, would not only be advantageous 
to the United States, as well as helpful to the U. S. S. R. but would be within the 
limits of feasible trade between the 2 countries, since the amount we would wish 
to purchase would be in excess of the repayment which the U. S. S. R. would be 
required to make under the proposed loan terms. (See attachment II for sug- 
gested terms of U. S. S. R. repayment for United States credits.) 


IS TIIE PROPOSED FINANCIAL AGREEMENT PRACTICAL AND DESIRABLE? 


The proposed financial agreement appears practical because: 

1. The prewar restricted pattern of trade should not be used to define the po- 
tentials of postwar trade between the United States and U. S. S. R. since both 
economies have been fundamentally restructured by the war. In both the United 
States and U. 8. S. R. the accelerated expansion of production capacity and na- 
tional output which has been achieved during the last 3 years indicates the new 
and larger dimensions which foreign trade can assume in both economies in the 
postwar period. (See attachment III for a summary of United States-U. S. S. R. 
trade relutions during the interwar period 1918-38. ) 

(a) The low level of prewar international trade relations were both a symp- 
tom and a cause of deteriorated economic and political international relations. 
It is realistic to assume that as compared with prewar years a decreasing pro- 
portion of expanding Soviet resources will be devoted to war industries, thereby 
creating an enlarged export potential through the release of resources. 

3. Since the U. 8. 8. R. has completely State-controlled economy, the extent and 
character of its surpluses and deficits (i. e. imports and exports) are largely 
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determined by planning decisions covering the allocation of manpower, materials, 
and equipment, it will be possible for the United States to influence the Soviet 
pattern of anticipated national surpluses and deficits. 

1. If United States trade plans are premised on an expanded volume of trade 
and a correlative increase of United States import requirements, the expansion 
of trade between the United States and U. 8S. 8S. R. need not necessarily involve a 

duction in total United States imports from other areas. 

Che proposed financial agreement appears desirable because: 

1. The United States will obtain access to an important source of strategic raw 
materials which are expected to be in short supply in the Untied States after the 
war. 

» The United States will also be assured an important market for its indus- 
trial products since the U. S. 8. R. represents one of the largest single sources 
of demand in Europe and is ideally suited to supply us with a large and varied 
backlog of orders for both producers’ and consumers’ goods. Such a sustained 
demand could make an important contribution to the maintenance of full employ- 
ment during our transition to a peace economy. 

3. Moreover, the United States will not only be assured a desirable market be- 
cause of the anticipated volume of demand the U. 8S. 8S. R. will exercise, but be- 
cause of its superior repayment potential compared with other foreign buyers of 
American products. 

4. An arrangement of this character would provide a sound basis for continued 
collaboration between the two Governments in the postwar period. 

HDW: WHT: ISF: SG: gp 3/7/44 Copy: gsa. 


ATTACHMENT I.—Estimated production, consumption, prices and reserves of 
selected important minerals in 1943 









| Reserve 
| a as Bnew | Beti- Current supply - 
: | nate later ss terms 0 
Mineral | produc- | average omens ie mated es ti mated shee Ar 
tion price |‘ a” | = reserveS —/annual con- 
sumption 
Thou- Thou- 
sands Millions sands Millions Thousands Years 
Bituminous coal........short tons..| 589,000 | $1, 561 582, 000 $1, 542 |1, 407, 808, 291 | 2,419 
Anthracite coe 60, 327 302 56, 800 | 284 15, 415, 602 | 271 
Petroleum barrels 1, 503, 000 1,819 |1, 507, 000 1, 823 19, 017, 756 | 13 
Iron ore short tons..| 113, 554 |} 275 111, 500 270 1, 715, 000 | 5 
Manganese, 35 percent Mn 
long tons 172 1, 400 4, 650 3 
Chromite, all grades... do 100 3 900 30 20 (1) 
Var ium short tons 7 3 3.4 $ 3.8 1 
rungsten do 5.7 10 34. f 3 
Molybdenum > do 29. 5 42 25. 1 6 ROO) 32 
Copper... do 1, 088 283 1, 624 422 25, 000 15 
Lead do 446 66 717 106 4 000 6 
Zin : do 741 167 900 203 7, OOF 8 
Mercury flasks 53.5 10 55. 2 ll 11¢ 2 
Bauxite, all grades short tons 7, 026 27 5, 340 21 218, 000 4 
Fluorspar ‘ do 408 12 I8H 12 10, 000 26 
Maenesite.. do 860 9 860 9 3 50, 000 58 
Phosphate rock....__. do 5, 600 21 5, 208 19 2 3, 322, 000 714 
Potash (K20)...__ do 700 24 630 21 75, 000 119 
Sulfur do 3, 100 50 2, 900 40 94, 000 32 


Less than 1 year. 
ng tons 
3 Magnesite plus dolomite. 


Source: Preliminary Estimates of Reserves of Important Minerals in the Ground as of Jan. 1, 1945 
Department of Interior, Geological Survey 
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United States imports and exports of selected important minerals 


Exports 1938 Imports 1938 
( vy ~ 
Valu Qu t Value Quantity 
Bitur g s 10, 490, 00K 24 
Anthr ‘ 19, OOK f 
Petr t s 22? OOK 2H, Of 
Iron or l . £ OO 32 000 | $5, 288. 00 2 122 0 
M é : : } “K 8 
Cr ? 458 9 
V x 2 8 wn 
Mm é + 2 l vi 62 
M lent 
Cc r S 1,000 844, 027 ‘ 4 OK 
La s wx 4 ‘ § 
27 vy SOK 

MMe uv 
I g $59. (0K 7 4 2 WM 4 
} - t ' 88 OR7. OO ' 
Magnesite i 478 “ i § 2 
I 7, OK uy s 
} kK 2 599, OK S4 OK 50K ‘ 
S l 2 0 iy 2, OM 
Ural e s 112, OO s 72. On 
M i 183. 0M WK AA OOM 
I tr es 1,15 «) 4 4, OO 
aN rt \ 
1 Long s 
S M r 


ATTACHMENT II. TERMS OF REPAYMENT 
(This schedule deals with the repayment period and rate interest at 3 percent 
repayment period 3U years.) 


This attachment not reproduced at this time, felt too relatively unimportant, 


ATTACHMENT III 


(Summary of facts on trade relations between the United States and U. 8. 8. BR. 
during the interwar period, 1918-38.) 
Not copied at this time. 
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FEDERAL PROPERTY AND ADMINISTRATIVE 
SERVICES ACT OF 1949, AS AMENDED’ 





SHORT TITLE 


That this Act may be cited as the “Federal Property and Adminis- 
trative Services Act of 1949”. 


TABLE OF CONTENTS 


Sec. 2. Declaration of policy. 
3. Definitions. 


TITLE I—ORGANIZATION 


Sec. 101. General Services Administration 

Sec. 102. Transfer of affairs of Bureau of Federal Supply. 

Sec. 103. Transfer of affairs of the Federal Works Agency. 

Sec, 104. Records management: Transfer of the National Archives 

ec, 105. Transfer for liquidation of the affairs of the War Assets 
Administration. 

Sec. 106. Redistribution of functions 

Sec. 107. Transfer of funds. 

See, 108. Status of transferred employees. 

Sec. 109. General supply fund. 


TitLe II—PropertTy MANAGEMENT 


201. Procurement, warehousing, and related activities 


Sec. 202. Property utilization. 
Sec, 208. Disposal of surplus property. 
Sec. 204. Proceeds from transfer and disposition of property 


Sec. 205. Policies, regulations, and delegations. 

Sec. 206. Surveys, standardization, and cataloging. 

Sec. 207. Applicability of antitrust laws. 

See. 208. Employment of personnel. 

Sec, 209. Civil remedies and penalties. 

See. 210. Operation of buildings and related activities.’ 
See, 211. Motor vehicle identification? 

Sec. 212.° Reports to Congress. 


‘Federal Property and Administrative Services Act of 1949, Public Law 152, 81st Cong 
pproved June 30, 1949, 63 Stat. 377, “An Act To simplify the pro nent, utilization, and 
sposal of Government property, to reorganize certain agencies of the Government, and 
r other purposes,”’ as amended by Public Law 754, 81st Cong., approved September 5 
1950, 64 Stat. 578, “An Act To amend the Federal Property and Administrative Services 
Act of 1949, and for other purposes,”’ by Public Law 245, 82d Cong., approved October 
1, 1951, 65 Stat. 700, “An Act To amend section 304 of the Federal Property and Admin 
trative Services Act of 1949 and section 4 of the Armed Services Procurement Act of 
1947", and by Public Law 522, 82d Cong., approved July 12, 1952, 66 Stat. 593, “‘An Act To 
mend further the Federal Property and Administrative Services Act of 1949, as amended 

1 for other purposes.” 

2 “Sec. 210” and “sec. 211’’ were inserted in the table of contents by section 5 (b) of Pub 

Law 754. 

* Sec. 210 was redesignated as sec. 212 in the table of contents and wherever such section 

mber appears in the Act as originally enacted, by section 5 (a) of Public Law 754 
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TiTLe I1I—PROcUREMENT PROCEDURE 


See. 301. Declaration of purpose. 

Sec. 302. Application and procurement methods 

Sec. 303. Advertising requirements 

Sec. 304. Requirements of negotiated contracts. 

Sec. 305. Advance payments. 

[ Sec. 306. Waiver of liquidated damages] (Repealed—see note under this section 
number ) 

Sec. 307. Administrative determinations and delegations 

Sec. 308. Statutes continued in effect. 

See. 309. Definitions 

Sec. 310, Statutes not applicable 


lirLte IV—"oreEIGN Excess PROPERTY 


See. 401. D sposal of foreign excess property. 
Sec. 402. Methods and terms of disposal. 
Sec. 403. Proceeds; foreign currencies 

Sec. 404. Miscellaneous provisions. 


lirLE V—FEpERAL Recorps ‘ 
Sec. 501. Short title 
Sec. 502. Custody and control of property. 
Sec. 503. National Historical Publications Commission 
Sec. 504. Federal Records Council 
Sec. 505. Records management; the Administrator 
Sec. 506. Records management; agency heads 
Sec, 507. Archival administration 
Sec. 508. Reports 
See. 509. Legal status of reproductions 
Sec. 510. Limitation on liability 
Sec. 511. Definitions 


TirLe VI—GENERAL Provisions * 


Sec. 601. Applicability of existing procedures. 
Sec. 602. Repeal and saving provisions. 

Sec. 608. Authorization for appropriations. 
See. 604. Separability. 

Sec. 605. Effective date. 


ANALYSIS 


Section 1. Short title (Sec. 1, 68 Stat. 377, as amended by sec. 5, 64 Stat. 580, and 
sec. 6, 64 Stat. 583; 40 U.S. C. 471, note) 
This section provides the short title “Federal Property Administrative Services 
Act of 1949”, and follows with a table of contents. 


‘*“TiTLe V FEDERAL REcorRDS” and “Sec. 501” to “Sec. 511,” inclusive, were added to the 
table of contents by section 6 (c) of Public Law 754 

5’ Section 6 (a) of Public Law 754 redesignated Title V of the Federal Property and Ad 
ministrative Services Act of 1949, as originally enacted, to be title VI, and provided that 
wherever “title V’’ appeared therein, it is amended to read “title VI."" Section 6 (b) of 
Public Law 754 redesignated sections 501—505, inclusive, of the Act, respectively, as se 
tions 601-605, inclusive, and provided that, wherever any such section number appears in 
the Act as originally enacted, it is amended to conform in numbering to the redesignation 
prescribed by section 6 (b 
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DECLARATION OF POLICY 


Sec. 2. It is the intent of the Congress in enacting this legislation to 
provide for the Government an economical and efficient system for (a) 
the procurement and supply of personal property and nonpersonal 
services, including related functions such as contracting, inspection, 
storage, issue, specifications, property identification and classification, 
transportation and traflic management, management of public utility 
services, repairing and converting, establishment of inventory levels, 
establishment of forms and procedures, and representation before 
Federal and State regulatory bodies; (b) the utilization of available 
property; (c) the disposel of surplus property; and (d) records 
management. 





ANALYSIS 


Section 2. Decluration of policy (Sec. 2, 68 Stat. 378; 40 U. S. C. 471) 


This is very brief and states the intent of the Congress to provide for the 
(iovernment an economical and efficient system for (@) the procurement and sup 
y of personal property and nonpersonal services and performance 
inctions; (0) the utilization of available property ; 
property ; and (d) records management. 


» of related 
(€) the disposal of surplus 
Other sections of Public Law 152 imple- 
mented items (@), (b), and (c) by consolidating scattered property functions 
ind by providing a new uniform charter for property management. Item (d) 
was implemented by Public Law 152 only by the transfer of the Na 
onal Archives Establishment to the General Services Administration and by the 
provisions of section 104, but an effective system of records 
provided for by the addition of title V 
f Public Law 754 


management was 
, pertaining tc Federal records, by section 6 
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DEFINITIONS 


Sec. 3. As used in this Act— 

(a) The term “executive agency” means any executive department 
or independent establishment in the executive branch of the Govern- 
inent, including any wholly ow ned Government Corporation, 

(b) The term “Federal agency” means any executive agency or any 
establishment in the legislative or judicial branch of the Government 
(except the Senate, the House of Representatives, and the Architect 
of the Capitol and any activities under his direction). 

(c) The term “Administrator” means the Administrator of General 
Services provided for in title I hereof. 

(d) The term “property” means any interest in property of any 
kind except (1) the public domain (including lands withdrawn or 
reserved from the public domain which the Administrator, with the 
concurrence of the Secretary of the Interior, determines are suitable 
for return to the public domain for disposition under the general pub- 
lic land laws because such lands are not substantially changed in aie. 
acter by improvements) and lands reserved or dedicated for national 
forest or national park purposes; (2) naval vessels of the following 

categories: Battleships, cruisers, aircraft carriers, destroyers, and 
Pi ines; and (3) records of the Federal Government. 

(e) The term “excess property” means any property under the con 
trol of any Federal agency which is not required for its needs and the 
discharge of its responsibilities, as determined by the head thereof. 

(f) T he term “foreign excess property” means any excess property 
located outside the continental United States, Hawaii, Alaska, Puerto 
Rico, and the Virgin Islands. 

(g) The term “surplus property” means any eXcess property not 
required for the needs and the discharge of the responsibilities of all 
Federal agencies, as determined by the Administrator. 

(h) The term “care and handling” includes completing, repairing, 
converting, rehs sbilitating. operating, preserving, protecting, insuring, 
packing, storing, handling, conserving, and transporting excess and 
surplus property, and, in the case of property which is dangerous to 
public health or safety, destroying or rendering innocuous such 
property. ; , 

(1) The term “person” includes any corporation, partnership, firm, 
association, trust, estate, or other entity. 

(j) The term “nonpersonal services” means such contractual serv- 
ices, other than personal and professional services, as the Adminis 
trator shall designate. 

(k) The term “contractor inventory” means (1) any property 
acquired by and in the possession of a contractor or subcontractor 
under a contract pursuant to the terms of which title is vested in the 
Government, and in excess of the amounts needed to complete full 
performance under the entire contract; and (2) any property which 
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the Government is obligated or has the option to take over under any 
type of contract as a result either of any changes in the specifications 
wr plans thereunder or of the termination of such contract (or sub 
ontract thereunder), prior to completion of the work, for the con 
venience or at the option of the Government. 


ANALYSIS 


Section 3. Definitions (Sec. 3, 68 Stat. 378, as amended by Sec. 7 (a), 64 Stat 
590, sec. 8S (a), 64 Stat. 591, and secs. 1 (a) and 1 by 66 Stat. 5O5; 40 
U. §. ¢ 472) 
Three definitions require special note 
Federal agency” (section 3 (b)): section 8 (a) of Public Law 754 amended 
ction 3 (b) to read as above. Prior to being amended, it read as follows: “The 
term ‘Federal agency’ means any executive agency or any establishment in the 
egislative or judicial branch of the Government (except the Senate and the 
House of Representatives). Thus the amendment made by section 8 (a) of 
Public Law 754 excluded from the definition of “Federal agency” the Architect 
the Capitol and any activities under his direction. Services and facilities 
i1uthorized by the Act to be rendered or furnished shall be made available to the 
Houses of Congress and the Architect of the Capitol, but only upon their request 
is provided in section 602 (e) of the Act which was inserted by section 8 (c) of 
Public Law 754. Thus the autonomy of the Congress and of the Architect of the 
Capitol is preserved, except insofar as they may desire to be included in 
the procurement and related services provided by the Administrator. It is appro 
riate at this point to make note of Public Law 394 of the Slst Congress, ap 
ved October 26, 1949, 63 Stat. 920, 40 U. S. C. 482, reading as follows 


OINT RESOLUTION 


To clarify the status of the Architect of the Capitol under the Federal 
Property and Administrative Services Act of 1949 
“Resolved by the Nenate and House of Re prese ntatives of the United States 
of America in Congress assembled, That the term ‘the Senate and the House 
of Representatives’, as used in the Federal Property and Administrative 
Services Act of 1949, shall be construed to include the Architect of the Capi 
tol and any activities under his direction, and any of the services autho 
ized by such Act shall (as far as practicable) be made available to the Archi 
tect of the Capitol, upon his request.” 
“Property” (section 3 (d)): section 7 (a) of Public Law 754 amended section 
d) as it appeared originally in Public Law 152 by striking out the word ‘and’ 
preceding “(2)”, substituting a semicolon for the period which appeared afte 
submarines” at the end of the subsection, and adding at the end the words 
ind (3) records of the Federal Government.” The exclusion of records of the 
Federal Government from the definition of the term “property” was made in con 
ection with the addition by section 6 of Public Law 754 of the new title V relating 
lederal records, and was appropriate for the reason that statutes relating 
eal and personal property are not applicable to records, and vice versa. The 
text in parenthesis in clause (1) of subsection (d), immediately following the 
rd “domain”, was inserted by subsection (a) of section 1 of Public Law 522 
f the 82d Congress, approved July 12, 1952. The amendment thus means that 
inds previously withdrawn or reserved from the public domain for other Gov 
ernmental use shall also be treated as public domain and not as property under 
the Act when the Administrator, with the concurrence of the Secretary of the 
Interior, determines that they are suitable for return to the public domain for 
sposition under the general public land laws because such lands are not sub 
stantially changed in character by improvements Lands so withdrawn 01 
reserved would be treated as property subject to the Act in the absence of sucl 
1 determination. Excess lands, originally withdrawn or reserved from the pub 
‘domain, which are unimproved or contain only minor improvements, can more 
ffectively be disposed of under the public land laws which operate with respect 
the balance of public domain lands. Lands which have been so extensively 
improved us substantially to change their character can be better disposed of 
nder the Act. 
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Contractor inventory (section 3 (k)): the words “or has the option” in 
lause (2) immediately following the word “obligated” were inserted by subse« 
tion (b) of section 1 of Public Law 522. This insertion made a technical im 
provement in the definition of “contractor inventory”. The usual contractual 
provision covering termination for the convenience of the Government permits 
the Government to acquire any property produced, delivered, or ordered in con 
nection with the contract. Contractor inventory, as used in contracts, therefore 
includes property which the Government has an option to acquire. As previously 
defined in section 3 (kK), the term included only property title to which was 
ested in the Government and property which the Government was obligated 
to take. The amended definition includes the “option” property and thus makes 
it subject to the provisions of section 208 (f) governing the disposal of contrac 
tor inventory. The redefinition also makes the “option” property more clearly 
subject to regulation by the Administrator whereby it can be brought within 
the Federal utilization program. For example, strategic and critical materials 
available to the Government under the contract provision can be forbidden to be 
retained by the contractor so that these materials may be acquired by the Goy 
ernment and used in its defense supply procurement program) 
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TITLE I—ORGANIZATION 


GENERAL SERVICES ADMINISTRATION 


Sec. 101. (a) There is hereby established an agency in the execu 

ve branch of the Government which shall be known as the General 
Services Administration. 

(b) There shall be at the head of the General Services Administra 
tion an Administrator of General Services who shall be appointed by 
the President by and with the advice and consent of the Senate, and 
perform his functions subject to the direction and control of the 
President. 

(c) There shall be in the General Services Administration a Deputy 
\dministrator of General Services who shall be appointed by the 
\dministrator of General Services. The Deputy Administrator shall 
perform such functions as the Administrator shall designate and shall 

Acting Administrator of General Services during the absence or 
disability of the Administrator and, unless the President shall desig 
iate another officer of the Government, in the event of a vacancy in the 
ofice of Administrator. 

(d) Pending the first appointment of the Administrator under the 
provisions of this section, his functions shall be performed te mporarily 
by such officer of the Government in office upon or immediately prior to 
the taking of effect of the provisions of this Act as the President shall 
designate, and such officer ; hile so serving shall receive the salary fixed 
for the Administrator. 

(e) Pending the effective date of other provisions of law fixing thi 
rates of compensation of the Administrator, the Deputy Administrator 
and of the heads and assistant heads of the principal organizational 
units of the General Services Administration, and taking into consid 
eration provisions of law governing the compensation of officers having 
comparable responsibilities and duties, the President shall fix for each 
of them a rate of compensation which he shall deem to be commensu 
rate with the responsibilities and duties of the respective offices 
involved. 





ANALYSIS 
DESIGNATION OF NAME 


The agency shall be known as the “General Services Administration.” It is 
desired that the term “Administration” come to be applied only to independent 
agencies that do not have Cabinet status as in the case of the departments, and 
that are not primarily regulatory bodies as is the case with commissions. This 
change is effected in harmony with the recognition of the long over-due realine- 
ment of elements within the generic governmental term “agency.” It is the 
beginning of proper, and more fittingly descriptive nomenclature, in governmental 
fields. 
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Section 101. General Services Administration (Sec. 101, 63 Stat. 879; 5 U. S.C 
630) 

(a) Establishment of General Services Administration.—This subsection pro 
vides for the establishment in the executive branch of the Government of a new 
agency to be known as the General Services Administration. 

(b) Administrator of General Services.—This subsection provides that the new 
agency shal! be headed by a new officer of the Government, entitled ‘‘Adminis- 
trator of General Services,” to be appointed by the President by and with the 
advice and consent of the Senate. 

(c) Deputy Administrator.—This subsection provides for a Deputy Adminis- 
trator to be appointed by the Administrator. The Deputy Administrator will 
perform such functions as the Administrator may designate and be Acting 
Administrator during the absence or disability of the Administrator and (unless 
the President designates another officer to serve as Administrator) in the event ot 
a vacancy in that office. 

(d) Performance of functions pending first appointment.—This subsection in 
cludes provision that, pending the first appointment of an Administrator, his 
functions shall be performed, temporarily, by such incumbent Government officer 
as the President shall designate 

(e) Compensation of Administrator, Deputy Administrator, heads and assist 
ant heads of the principal organizational units.—This section authorized the 
President to establish the rate of compensation for the Administrator, Deputy 
\dministrator, and the heads and assistant heads of the principal organizational 
units at such rates as he should deem to be commensurate with their duties and 
responsibilities, pending the effective date of other provisions of law fixing their 
rates of compensation. The rates of basic compensation per annum for such 
officials were fixed by Public Law 359 of the 8lst Congress, “An Act To increase 
rates of compensation of the heads and assistant heads of executive departments 
and independent agencies”, approved October 15, 1949, 68 Stat. 880, as follows 
for the Administrator, $17,500; for the Deputy Administrator, $15,000; for the 
Archivist of the United States, $15,000; for the Commissioner of Federal Supply 
Service, $14,000; and for the Commissioner of Public Buildings Service, $14,000 
(Publie Law 455, 82d Congress, approved July 5, 1952, the Independent Offices 
Appropriation Act, 1953, in appropriating sums for the fiscal year ending June 
30, 1953, set the salary of the Commissioner of Public Buildings Service at the 
rate of $16,500 per annum “so long as the position is held by the present incum 
bent ;" 66 Stat. 399.) 
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TRANSFER OF AFFAIRS OF BUREAU OF FEDERAL SUPPLY 


Sec. 102. (a) The functions of (1) the Bureau of Federal Supply 
n the Department of the Treasury, (2) the Director of the Bureau of 
Federal Supply, (3) the personnel of such Bureau, and (4) the Secre- 
tary of the Treasury, relating to the Bureau of Federal Supply, are 
hereby transferred to the Administrator. The records, property, per- 
sonnel, obligations, and commitments of the Bureau of Federal Supply, 
together with such additional records, property, and personnel of the 
Department of the Treasury as the Director of the Bureau of the 
Budget shall determine to relate primarily to functions transferred by 
this section or vested in the Administrator by titles II, III, and VI, 
of this Act, are hereby transferred to the General Services Adminis- 
tration. The Bureau of Federal Supply and the office of Director of 
the Bureau of Federal Supply are hereby abolished. 

(b) The functions of the Director of Contract Settlement and of the 
Office of Contract Settlement, transferred to the Secretary of the 
Treasury by Reorganization Plan Numbered 1 of 1947, are transferred 
to the Administrator and shall be performed by him or, subject to his 
direction and control, by such ak and agencies of the General 
Services Administration as he may designate. The Contract Settle- 
ment Act Advisory Board created by section 5 of the Contract Settle- 
ment Act of 1944 (58 Stat. 649) and the Appeal Board established 
under section 13 (d) of that Act are transferred from the Department 
of the Treasury to the General Services Administration, but the func- 
tions of these Boards shall be performed by them, respectively, under 
conditions and limitations prescribed by law. There shall also be 
transferred to the General Services Administration such records, 
property, personnel, obligations, commitments, and unexpended bal- 
ances (available or to be made available) of appropriations, alloca- 
tions, and other funds of the Treasury Department as the Director of 
the Bureau of the Budget shall determine to relate primarily to the 
functions transferred by the provisions of this subsection. 

(c) Any other provision of this section notwithstanding, there may 
be retained in the Department of the Treasury any function referred 
to in subsection (a) of this section which the Director of the Bureau 
of the Budget shall, within ten days after the effective date of this Act, 
determine to be essential to the orderly administration of the affairs 
of the agencies of such Department, other than the Bureau of Federal 
Supply, together with such records, property, personnel, obligations, 
commitments, and unexpended balances of appropriations, allocations, 
and other funds, available or to be made available, of said Department, 
as said Director shall determine. 





ANALYSIS 


Section 102. Transfer of the Bureau of Federal Supply and contract-settlement 
functions to the General Services Administration (Sec. 102, 63 Stat. 380, as 
amended by sec. 6 (a), 64 Stat. 583; 5 U. &. C. 680a) 
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(a) Transfer of the Bureau of Federal Supply.—This subsection provides for 
transferring ta the General Services Administration the functions, records, and 
personnel of the Bureau of Federal Supply, in the Department of the Treas- 
ury, and for vesting in the Administrator of General Services the functions of 
Treasury personnel relating to the Bureau of Federal Supply. It also provides 
for abolishing the Bureau of Federal Supply, thereby permitting the Administra- 
tor of General Services to establish such organization as he deems necessary, 
which he has done by establishing the Federal Supply Service. The Bureau of 
Federal Supply had been in the Department of the Treasury since 1933 and 
exercised central procurement functions for the executive branch of the Govy- 
ernment. Its functions were not essentially related to the primary fiscal and 
tax functions of the Department of the Treasury, so that the Bureau could readily 
be severed from that Department without impairment of the Department's effi- 
ciency. In the General Services Administration the Federal Supply Service sup- 
plements the property-service functions of that agency and facilitates more eco- 
nomical property management in the Government. The functions of the Bureau 
of Federal Supply are transferred to the Administrator, and records, property, 
personnel, obligations, and commitments are transferred to the Administration. 
This framework is in accordance with the recommendations of the Commission on 
Organization of the Executive Branch of the Government. Functions of the Sec- 
retary of the Treasury, referred to in clause (4), include all functions vested in 
him by law but performed by the Bureau for him under appropriate delegation : 
for example, stock-piling under the Strategic and Critical Materials Stock Piling 
Act (60 Stat. 596) and functions of over-all supervision and review of the per- 
formance of Bureau functions incidental to his position as head of the Depart- 
ment. Functions under the Strategic and Critical Materials Stock Piling Act 
have been assigned to the Emergency Procurement Service established by the 
Administrator of General Services as an organizational element of the General 
Services Administration. (The reference in sec. 102 (a) to title VI of the Act 
was to title V in the Act as originally enacted; sec. 6 (a) of Public Law 754 
redesignated title V as title VI, and provided that “title V”, wherever it appeared 
in the Act as originally enacted, was amended to read “title VI”.) 

(b) Transfer of contract-settlement functions.—This subsection provides for 
transfer to the Administrator of General Services of the functions, transferred 
to the Secretary of the Treasury by Reorganization Plan No. 1 of 1947, of the 
Director of Contract Settlement and the Office of Contract Settlement created by 
the Contract Settlement Act of 1944 (58 Stat. 649; 41 U. S. ©. 101-125). These 
functions relate to the establishment of uniform policies and procedures for the 
settlement of terminated war contracts by Government contracting agencies and, 
because of the almost complete liquidation of the contract-termination prograin, 
are now routine and insignificant. Such little work as had been recently re- 
quired in connection with this program was carried on in the Treasury pri- 
marily by the Bureau of Federal Supply. This subsection likewise transfers 
from the Treasury to the General Services Administration the Appeal Board and 
the Contract Settlement Advisory Board also created by the Contract Settlement 
Act of 1944. This transfer is for housekeeping purposes only. The Secretary of 
the Treasury did not, nor does the Administrator of General Services, review 
decisions of the Appeal Board which performs its functions under conditions and 
limitations prescribed by law. It should be noted that, by Public Law 537 of the 
82d Congress, approved July 14, 1952, 66 Stat. 627, “An Act To amend the Con- 
tract Settlement Act of 1944 and to abolish the Appeal Board of the Office of 
Contract Settlement’, the Appeal Board established under section 13 (d) of the 
Contract Settlement Act of 1944 was abolished. Public Law 537 provided, how- 
ever, that such abolition was not to become effective until six months after en- 
actment of the Act or such later date, nor more than nine months after the 
enactment of the Act, as might be fixed, subject to certain limitations as specified 
in the Act, by written order of the Director of Contract Settlement published in 
the Federal Register. 

(c) Functions retained in the Treasury.—This subsection permits the Bureau 
of the Budget to retain in the Treasury Department certain minor functions of 
the Bureau of Federal Supply, for example, as to printing, which properly pertain 
to the Treasury Department. 
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TRANSFER OF AFFAIRS OF THE FEDERAL WORKS AGENCY 


Sec. 103. (a) All functions of the Federal Works Agency and of 
ill agencies thereof, together with all functions of the Federal Works 
Administrator, of the Commissioner of Public Buildings, and of the 
Commissioner of Public Roads, are hereby transferred to the Admin- 
istrator of General Services. There are hereby transferred to the 
General Services Administration the Public Roads Administration, 
which shall hereafter be known as the Bureau of Public Roads, and 
ill records, property, personnel, obligations, and commitments of the 
Federal Works Agency, including those of all agencies of the Federal 
Works Agency. 

(b) There are hereby abolished the Federal Works Agency, the 
Public Buildings Administration, the office of Federal Works Admin- 
istrator, the office of Commissioner of Public Buildings, and the office 
of Assistant Federal Works Administrator. 





ANALYSIS 


Section 103. Transfer of affairs of the Federal Works Agency (Sec. 108, 68 Stat. 
380; 5 U. S. C. 680b) 

(a) Transfer of constituents and functions of the Federal Works Agency 
(his subsection transfers to the General Services Administration the functions, 
records, and personnel of (1) the Public Buildings Administration and (2) the 
Public Roads Administration (to be known as the Bureau of Public Roads), and 
all other functions, records, and personnel of (3) the Federal Works Agency. 
The functions of the Federal Works Administrator, the Commissioner of Public 
Buildings, and the Commissioner of Public Roads are transferred to the Adminis 
trator of General Services, so that there thus is conformance to the strong recom 
mendation of the Commission on Organization of the Executive Branch of the 
(sovernment for an integrated organization with all statutory authority and 
esponsibility vested in the head of the organization. 


Notes: The Bureau of Public Roads, together with its functions, personnel, 

nd funds and the functions of the Commissioner of Public Roads, was trans 
ferred to the Department of Commerce by Reorganization Plan No. 7 of 1949, 
effective Aug. 20, 1949 (63 Stat. 1070; 5 U. S. C. 1332-15, note). 

Various functions received by the General Services Administration from the 
Federal Works Agency pursuant to sec. 1083 (a), and carried out by the Bureau 
of Community Facilities, a constituent agency of the Federal Works Agency, 
were transferred from the General Services Administration by Reorganization 
Plans Nos. 15, 16, and 17 of 1950, all effective May 24, 1950 (64 Stat. 1267, 1268, 
269; 5 U. S. C. 1332-15, note), to the Department of the Interior, the Federal 
Security Agency, and the Housing and Home Finance Agency, respectively. 


(b) Abolition of Federal Works Agency.—This subsection abolishes the Federal 
Works Agency, Public Buildings Administration, Office of the Federal Works 
Administrator, Office of the Commissioner of Public Buildings, and the Office of 
the Assistant Federal Works Administrator. The Administrator of General 
Services has established the Public Buildings Service to succeed the Public 
Buildings Administration. 
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RECORDS MANAGEMENT: TRANSFER OF THE NATIONAL ARCHIVES 


Src. 104. (a) The National Archives Establishment and its func- 
tions, records, saamaeie. personnel, obligations, and commitments are 
hereby transferred to the General Services Administration. There 
are transferred to the Administrator (1) the functions of the Archivist 
of the United States, except that the Archivist shall continue to be a 
member or chairman, as the case may be, of the bodies referred to in 
subsection (b) of this section, and (2) the functions of the Director 
of the Division of the Federal Register of the National Archives 
Establishmerit. The Archivist of the United States shall hereafter be 
appointed by the Administrator. 

(b) There are also transferred to the General Services Administra- 
tion the following bodies, together with their respective functions and 
such funds as are derived from Federal sources: (1) the National 
Archives Council and the National Historical Publications Commis- 
sion, established by the Act of June 19, 1934 (48 Stat. 1122), (2) the 
ane Archives Trust Fund Board, established by the Act of July 

1941 (55 Stat. 581), (3) the Board of Trustees of the Franklin D. 
Sas velt Library, established by the Joint Resolution of July 18, 1939 
(53 Stat. 1062), ‘and (4) the Administrative Committee established 
by section 6 of the Act of July 26, 1935 (49 Stat. 501), which shall 
hereafter be known as the Administrative Committee of the Federal 
Register. The authority of the Administrator under section 106 
hereof shall not extend to the bodies or functions affected by this 
subsection. 

(c) The Administrator is authorized (1) to make surveys of Gov- 
ernment records and records management and disposal practices and 
obtain reports thereon from Federal agencies; (2) to promote, in 
cooperation with the executive agencies, baptived records manage 
ment practices and controls in such agencies, including the central 
storage or disposition of records not needed by such agencies for their 
current use; and (3) to report to the Congress and the Director of 
the Bureau of the Budget from time to time the results of such 
activities. 





ANALYSIS 


Section 104. Records management: Transfer of the National Archives (Sec. 104, 
63 Stat. 381; 44 U.S. C. 391) 

(a) Transfer of the National Archives Establishment.—This subsection trans- 
fers to the General Services Administration the functions, records, and personnel 
of the National Archives Establishment, and to the Administrator of General 
Services the functions of the Archivist of the United States (except his member- 
ship in the bodies specified in subsection (b)), and of the Director of the Division 
of the Federal Register. The Archivist is to be appointed by the Administrator. 
The National Archives Establishment, provided for in the Act of June 19, 1934 
(48 Stat. 1122) which is cited in subsection (b) and which was repealed by 
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section 7 (d) of Public Law 754, has been succeeded by the National Archives 
nd Records Service established by the Administrator 

(b) Transfer of National Archives Council and other bodies Chis subsectio 
transfers to the General Services Administration the National Archives Council, 
the National Historical Publications Commission, the National Archives Trust 
fund Board, the Board of Trustees of the Franklin D. Roosevelt Library, and 
the Administrative Committee of the Federal Register, and provides that the 
iuthority of the Administrator under section 106 shall not extend to those bodies 
r their functions. The National Archives Council ceased to exist by virtue 
f section 7 (d) of Public Law 754, which repealed the Act of June 19, 1934 (48 
Stat. 1122) cited in text. Section 504 of the Federal Property and Administrative 
Services Act of 1949, which was introduced into the Act as part of title V by 
section 6 of Public Law 754, provided for the establishment by the Administrator 
f a new Federal Records Council. The former National Historical Publications 
Commission was reconstituted by section 508 (a) of the Act, which was intro 
juced therein as part of title V by section 6 of Public Law 754 

(c) Surveys of Government records.—This subsection authorizes the Adminis 
rator to make surveys of Government records, records management, and disposal 
practices, and obtain reports on records and disposal procedures from Federal 
gencies. The Administrator is authorized to promote improvements in records 
management, storage, and disposition of records and to report to Congress and to 
he Director of the Bureau of the Budget the results of such activities. This 
subsection is to be read in the light of title V of the Act introduced therein by 
section 6 of Public Law 754 and headed “Federal Records” 
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TRANSFER FOR LIQUIDATION OF THE AFFAIRS OF THE WAR ASSETS 
ADMINISTRATION 


Sec. 105. The functions, records, property, personnel, obligations, 
and commitments of the War Assets Administration are hereby trans- 
ferred to the General Services Administration. The functions of the 
War Assets Administrator are hereby transferred to the Administra 
tor of General Services. The War Assets Administration, the office of 
the War Assets Administrator, and the office of Associate War Assets 
Administrator are hereby abolished. Personnel now holding appoint- 
ments granted under the second sentence of section 5 (b) of the Sur 
plus Property Act of 1944, as amended, may be continued in such posi- 
tions or may be appointed to similar positions for such time as the 
Administrator may determine. 





ANALYSIS 


Section 105. Transfer for liquidation of the affairs of the War Assets Admin 
istration (Sec. 105, 63 Stat. 881; 5 U. 8S. C. 630c) 

This section provides for the liquidation of the affairs of the War Assets 
Administration as an agency and transfers its remaining functions, and its 
records, property, personnel, obligations, and commitments to the General Serv- 
ices Administration It also permits the retention of certain special assistants 
and other experts holding appointments without regard to the provisions of 
the civil-service laws and the Classification Act of 1923, as amended, and thei! 
appointment to similar positions 

The retention in employment and the status of other personnel transferred from 
War Assets Administration to the General Services Administration are to be 
governed by applicable provisions of existing law 
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REDISTRIBUTION OF FUNCTIONS 


Sec. 106. The Administrator is hereby authorized, in his discretion, 
n order to provide for the effective accomplishment of the functions 

insferred to or vested in him by this Act, and from time to time, to 
regroup, transfer, and distribute any such functions within the Gen 
eral Services Administration. The Administrator is hereby author 
zed to transfer the funds necessary to accomplish said functions and 
report such transfers of. funds to the Director of the Bureau of the 


Budget. 


TS LT Rm te A AN NN 


ANALYSIS 


Section 106. Redistribution of functions (Sec. 106, 68 Stat. 381; 5 U. S. C. 680d) 
Under this section the Administrator of General Services, in order effectively 
perform the functions vested in him under the terms of this Act, is authorized 
regroup and distribute within the Administration functions transferred to or 

vested in him by this Act, to make appropriate transfers of funds in connection 

therewith, and to report such transfers of funds to the Director of the Bureau 

f the Budget. 

Such reporting is necessary in order to assure that funds are expended for 
the purpose for which they were appropriated, but it is not intended to give the 
ector of the Bureau of the Budget veto power over the Administrator so 
as the organization of the Administration is concerned The authority in 

s field should not be divided 


INR () 
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TRANSFER OF FUNDS 


Sec. 107. (a) All unexpended balances of appropriations, alloca- 
tions, or other funds available or to be made available, for the use of 
the Bureau of Federal Supply, the War Assets Administration, the 
Federal Works Agency, and the National Archives Establishment, 
and so much of the other unexpended balances of appropriations, allo- 

cations, or other funds of the Department of the Treasury, available 

‘to be made available, as the Director of the Bureau of the Budget 
shall determine to relate primarily to functions transferred to or 
vested in the Administrator by the provisions of this Act, shall be 
transferred to the General Services Administration for use in connec- 
tion with the functions to which such balances relate, respectively. 

(b) When other functions are transferred to the General Services 
Administration from any Federal agency, under section 201 (a) (2) 
or (3), or otherwise under this Act, there shall be transferred such 
records, property, personnel, appropriations, allocations, and other 
funds of such agency to the General Services Administration as the 
Director of the Bureau of the Budget shall determine to relate pri- 
marily to the functions so transferred. 





ANALYSIS 


Section 107. Transfer of funds (Sec. 107, 63 Stat. 382; 5 U. S. C. 680e) 

(a) Transfer of functions of specified agencies.—This subsection transfers to 
the General Services Administration for activities under the Act the appropria 
tions, allocations, or other funds available to the Department of the Treasury 
the War Assets Administration, the Federal Works Agency, and the National 
Archives Establishment for the functions transferred 

(b) Transfer of functions of other agencies.—This subsection provides that 
in the event that the functions of any other Federal agency are transferred under 
he Act to the General Services Administration, the corresponding property 
records, personnel, and funds of such organization shall be transferred to the 
General Services Administration 








STOCKPILING STRATEGIC AND CRITICAL MATERIALS 6S 1 
STATUS OF TRANSFERRED EMPLOYEES 


Sec. 108. Subject to other provisions of this title relating to per- 
mnel, employees transferred by the provisions of this title shall be 
leemed to be employees of the General Services Administration and 

their reappointment shall not be required by reason of the enactment 
of this Act. 





ANALYSIS 


Section 108. Status of transferred employees (Sec. 108, 63 Stat. 382; 5 U. S. C 
630f ) 
Chis section provides that, subject to other provisions of this title relating to 
personnel, employees transferred shall be deemed to be employees of the General 
Services Administration so as not to require reappointment. 
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GENERAL SUPPLY FUND 


Sec. 109. (a) There is hereby authorized to be set aside in the 
Treasury a special fund which shall be known as the General Supply 
Fund. Such fund shall be composed of the assets of the general sup- 
ply fund (including any surplus therein) created by section 3 of the 
Act of February 27, 1929 (45 Stat. 1342; 41 U.S. C. 7c), and trans- 
ferred to the Administrator by section 102 of this Act, such sums 
as may be appropriated thereto, and the value, as determined by the 
Administrator, of inventories of personal property from time to time 
transferred to the Administrator by other executive agencies under 
authority of section 201 (a) (2) to the extent that payment is not 
made or credit allowed therefor, and the fund shall assume all of the 
liabilities, obligations, and commitments of the general sup p ly fund 
created by such Act of February 27, 1929. The capital of the General 
Supply Fund shall be in an amount not greater than $150,000,000, The 
General Supply Fund shall be available for use by or under the direc- 
tion and control of the Administrator (1) for procuring personal 
property (including the purchase from or through the Public Printer, 
for wi i Pn issue, of standard forms, blankbook work, standard 
spec ifications, and other printed material in common use by Federal 
agencies not available through the Superintendent of Documents) 
and nonpersonal services for the use of Federal agencies in the proper 
discharge of their responsibilities, and (2) for paying the purchase 
price, transportation to first storage point of supplies and services, 
and the cost of personal services employed directly in the repair, 
rehabilitation, and conversion of personal property. 

(b) r ayment by eee agenc ies shall be at prices fixed by 
the Administrator. Until July 1, 1950, such prices shall be fixed i 
accordance with law and regul: ations applic able on the date of enact 
ment of this Act to prices fixed by the Director of the Bureau of Fe o 
eral Supply. On and after such date, such prices shall be fixed ; 
levels so as to recover so far as practicable the applicable aecheds 
price, the transportation cost to first storage point, inventory losses, 
the cost of personal services employed directly in the re pair, rehabili 
tation, and conversion of personal property, and the cost of amortiza 
tion and repair of equipment utilized for lease or rent to executive 
agencies. Requisitioning agencies shall pay by advance of funds in all 
cases where it is determined by the Administrator that there is in 
sufficient capital otherwise av: ailable in the General Supply Fund 
Advances of funds also may be made by agreement between the requi 
sitioning agencies and the Administrator. Where an advance of funds 
is not made, the General Services Administration shall be reimbursed 
promptly out of funds of the re agency in accordance 
with accounting procedures approved by the Comptroller General: 
Provided, That in any case where payment shall not have been made 
by the requisitioning agency within forty-five days after the date of 
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billing by the Administrator or the date on which an actual liability 
for supplies or services is incurred by the Administrator, whichever 
s the later, reimbursement may be obtained by the Administrator by 
the issuance of transfer and counterwarrants, or other lawful transfer 
documents, supported by itemized invoices. 

(c) The General Supply Fund shall be credited with all reimburse- 

ents, advances of funds, and refunds or recoveries relating to sup- 
plies or services procured through the fund, including the net proceeds 
of disposal of surplus supplies procured through the fund and rece ipts 
from carriers and others for loss of, or dams ige to, supplies proc ured 
hrough the fund: and the same are hereby reappropriated for the 
purposes of the fund. ? 

(d) A special deposit account may be established as a part of the 
General Supply Fund with the Treasurer of the United States for use 
by the chief disbursing officer or any regional disbursing officer, 
Department of the Treasury, which may be credited with (1) funds 
advanced from the General Supply Fund account on the books of the 
Division of Bookkeeping and Warrants and (2) other funds properly 
for credit to the General Supply Fund without being covered into the 
l'reasury of the United States; and such special deposit account may 
be charged with payments properly chargeable to the General Supply 
Fund. 

(e) The Comptroller General of the United States shall make an 
annual audit of the General Supply Fund as of June 30, and there 
shall be covered into the United States Treasury as miscellaneous 
receipts any surplus found therein, all assets, liabilities, and prior 
losses considered, above the amounts transferred or appropriated to 
establish and maintain said fund, and the Comptroller General shall 
report to the Congress annually the results of the audit, together with 
such recommendations as he may have regarding the status and oper- 
itions of the fund. 

(f) Subject to the requirements of subsections (a) to (e), inclusive, 
of this section, the General Supply Fund also may be used for the 
procurement of supplies and nonpersonal services authorized to be 
acquired by mixed-ownership Government corporations, or by the 
municipal government of the District of Columbia, or by a requisi- 
tioning non-Federal agency when the function of a Federal agency 
authorized to procure for it is transferred to the General Services 
Administration. 

(g) Whenever any producer or vendor shall tender any article or 
commodity for sale to the General Services Administration or to any 
procurement authority acting under the direction and control of the 
Administrator pursuant to this Act, the Administrator is authorized 
in his discretion, with the consent of such producer or vendor, to 
cause to be conducted, in such manner as the Administrator shall 
specify, such tests as he shall prescribe to determine whether such 
article or commodity conforms to prescribed specifications and stand- 
ards. When the Administrator determines that the making of such 
tests will serve predominantly the interest of such producer or vendor, 
he shall charge such producer or vendor a fee which shall be fixed 
by the Administrator in such amount as will recover the cost of con 
ducting such tests, including all components of such costs, determined 
in accordance with accepted accounting principles. When the Admin- 
istrator determines that the making of such tests will not serve pre- 
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dominantly the interest of such producer or vendor, he shall charge 
such producer or vendor such fee as he shall determine to be reason- 
able for the furnishing of such testing service. All such fees collected 
by the Administrator may be deposited in the General Supply Fund 
to be used for any purpose authorized by subsection 109 (a) of this 
Act. 





ANALYSIS 


Section 109. General Supply Fund (Sec. 109, 63 Stat. 382, as amended by secs. 
1—3, 64 Stat. 578 and sec. 1 (c)-—(e), 66 Stat. 593; 5 U. S. C. 630g) 

(a) Composition and capital of fund; purposes for which available.—This 
subsection as originally enacted in Public Law 152 reconstituted the existing 
general supply fund for use by or under the direction of the Adminis- 
trator. It established a ceiling on the capital of the fund and increased the 
previous authorized capital by the amount of surplus therein at the end of the 
fiscal year 1949, varying for that fiscal year the rule that the surplus found in 
the fund as of June 30 be covered into the Treasury as miscellaneous receipts. 
In the Act as originally enacted, the parenthetical expression appearing in clause 
(1) of the final sentence of this subsection read as follows: “(including the pur- 
chase from or through the Public Printer of standard forms and blankbook work 
for field warehouse issue)”. Clause (2) of the final sentence of this subsection 
as originally enacted read as follows: “for paying all elements of cost of the 
procurement, handling, and disposition thereof, except that on and after July 1, 
1950, those elements of cost which are determined by the Administrator with the 
approval of the Director of the Bureau of the Budget to be indirect or overhead 
costs shall not be paid from the fund’”’. The subsection as originally enacted thus 
continued the general purposes for which the General Supply Fund might be used, 
providing specifically for its availability for procuring personal property (in 
cluding the purchase from or through the Public Printer of standard forms and 
blankbook work for field warehouse issue) and nonpersonal services for the use 
of Federal agencies in the proper discharge of their responsibilities, and for 
paying all elements of cost of the procurement, handling, and distribution thereof 
except, effective July 1, 1950, those elements of cost which are determined to be 
indirect or overhead costs. The authorizations to use the fund to procure stand- 
ard forms and blankbook work from the Public Printer and to make the fund's 
facilities available to all Federal agencies were designed to contribute to the ex 
tension of the benefits of centralized procurement to all cases where such methods 
are more efficient and economical. 

In eliminating the indirect and overhead costs from the costs which may be 
charged to the fund, Public Law 152 took cognizance of the recommendations of 
the Commission on Organization of the Executive Branch of the Government that 
the surcharge on the price of commodities purchased centrally be eliminated and 
that the administrative costs of the central procurement agency be paid through 
direct appropriation. The provisions of this subsection as originally enacted 
were the result of an effort to find a practical solution of the problem of the 
surcharge. It was intended that the General Supply Fund be used to pay only 
those elements of cost directly applicable to its procurement, handling, and 
distribution activities, such as the purchase price and transportation to first 
storage point of supplies and services; the cost of equipment and material used 
exclusively in the handling, repair, and distribution of supplies; breakage, shrink- 
age, and other inventory losses; the costs of personal services of personnel em- 
ployed in contracting and processing of orders for and inspecting on receipt of, 
supplies purchased from the fund; and the cost of direct labor employed on the 
warehousing and distribution activities of the fund. Other costs, such as general 
supervisory, clerical and accounting costs, office and miscellaneous equipment and 
supplies, which are not incurred directly in connection with the procurement, 
handling, and distribution of supplies and services purchased from the fund 
would, as determined by the Administrator with the approval of the Director of 
the Bureau of the Budget, be budgeted and provided for by direct appropriation. 

Section 1 of Public Law 754 amended the parenthetical expression appearing 
in clause (1) of the final sentence of subsection 109 (a) to read as above. This 
amendment enlarged the availability of the General Supply Fund to provide for 
the purchase from or through the Public Printer, for warehouse issue, of standard 
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rms, blankbook work, standard specifications and other printed material not 
vailable through the Superintendent of Documents and generally used by a 
umber of Federal agencies. 
Section 2 (a) of Public Law 754 amended clause (2) of the final sentence of 
his subsection to read as above. This modification substantially eliminated 
he surcharge on General Supply Fund transactions and provided for charging 
requisitioning agencies only with the purchase price, transportation to the first 
torage point of supplies and services, and direct labor costs for the repair, re- 
abilitation, and conversion of personal property. Subsection (c) of section 2 
f Public Law 754 provides that this amendment “shall be effective on the date, 
ot earlier than July 1, 1950, on which the Administrator of General Services 
hall determine that appropriated funds adequate to effectuate” the purpose of 
ch amendment have been made available. Such determination was made by 
he Administrater effective July 1, 1951 
The inclusion in the assets composing the General Supply Fund of “the value, 
s determined by the Administrator, of inventories of personal property from 
ne to time transferred to the Administrator by other executive agencies under 
ithority of section 201 (a) (2) to the extent that payment is not made or credit 
llowed therefor” (second sentence of this subsection) was made by subsection 
‘) of section 1 of Public Law 522 of the 82nd Congress, approved July 12, 1952. 
Under section 201 (a) (2) the Administrator has the authority to take over and 
perate the warehouses, supply centers, repair shops, fuel yards, and other similar 
facilities of executive agencies. Whenever he takes over such a facility, he must 
so take over the inventory and thereafter continue to supply the affected execu- 
ve agency. Pursuant to this amendment made by Public Law 522, so far as 
he value of such inventories can be used to augment the Fund, the capital 
ecessary for the resultant expanded operations can be provided without addi 
mal appropriations. This amendment should promote a more effective Federal! 
ipply system through greater utilization of existing Government supply in- 
entories and expansion of the consolidated procurement operations carried on 
’ the General Services Administration through the General Supply Fund. 
In line with the increase of the assets composing the General Supply Fund 
y the value of the aforementioned inventories, subsection (d) of section 1 of 
Public Law 522 increased the ceiling on the authorized capital of the General 
Supply Fund from $75,000,000, as set in Public Law 152 as originally enacted, 
0 $150,000,000. 
(b) Pricing; payment by requisitioning agencies—The third sentence of this 
subsection as originally enacted in Public Law 152 read as follows: “On and 
ifter such date, such prices shall be fixed at levels so as to recover so far as 
practicable all costs except those which are determined by the Administrator 
with the approval of the Director of the Bureau of the Budget to be indirect or 
verhead costs.” The final sentence of this subsection as originally enacted in 
Public Law 152 read as follows: “Where an advance of funds is not made 
requisitioning agencies shall promptly reimburse the General Services Adminis 
tration on vouchers prepared by the requisitioning agency on the basis of itemized 
nvoices submitted by the Administrator and receiving reports evidencing the 
lelivery to the requisitioning agency of such supplies or services: Provided, That 
n any case where payment shall not have been made by the requisitioning agency 
within forty-five days after the date of billing by the Administrator, reimburse- 
ent may be obtained by the Administrator by the issuance of transfer and 
ounterwarrants supported by itemized invoices.” This subsection as originally 
enacted thus provided for the fixing of prices until July 1, 1950, of supplies 
nd services sold from the General Supply Fund under the laws and 
regulations applicable on the date of enactment of Public Law 152, and after 
July 1, 1950, on the basis of recovering only the direct costs as outlined itn 
mnection with subsection (a) above. Reimbursement procedures were simpli 
fied by giving increased scope to the advance payment method of financing 
purchases from the fund, and by substantially reducing certain cumbersome 
nd costly alternative procedures. The revised reimbursement procedures gave 
effect, to the fullest extemt practicable, to sound accrual accounting principles so 
that the books of the purchasing agencies would more accurately reflect the value 
£ supplies and services actually received, and thus further the program to 
improve accounting throughout the Government. Prompt processing of reim- 
bursements is essential to the successful operation of the program. To insure 
against undue delay, provision was made for reimbursement of the fund by 
transfer and counterwarrant if payment be not made by a requisitioning agency 
within 45 days after billing. 
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Section 2 (b) of Public Law 754 amended the third sentence of this subsection 
to read as above. This modification fixed the applicable standard for pricing 
General Supply Fund commodities based upon the purchase price, initial freight 
expense, inventory losses, personal services employed directly in repair, re 
habilitation, and conversion, and amortization and repair of equipment leased or 
rented to executive agencies. As to inventory losses, the intention of the amend 
ment is that those caused by cetastrophes or other extraordinary events will be 
recouped by supplementing the General Supply Fund rather than by including 
such losses in the pricing of General Supply Fund commodities pursuant to the 
anrended subsection.. Section 2 (c) of Public Law 754 made this amendment 
“effective on the date, not earlier than July 1, 1950, on which the Administrato 
of General Services shall determine that appropriated funds adequate to ef 
fectuate” the purpose of the amendment have been made available. Such de 
termination was made by the Administrator effective July 1, 1951. 

Section 3 (a) of Public Law 754 amended the final sentence of this subsection 
to read as above. This amendment modified the subsection so as to provide 
for the reimbursement to the General Services Administration, where an advance 
of funds is not made, out of funds of the requisitioning agency in accordance 
with accounting procedures approved by the Comptroller General rather than, 
as was provided by the subsection prior to the amendiment, on vouchers prepared 
by the requisitioning agency on the basis of itemized invoices submitted by the 
Administrator and receiving reports evidencing the delivery to the requisitioning 
agency of such supplies or services. The amendment further modified the sub 
section so that where the requisitioning agency shall not have made payment 
within forty-five days after the date of billing by the Administrator or the date 
on which an actual liability for supplies or services is incurred by the Admin 
istrator, whichever is the later, reimbursement may be obtained by him by the 
issuance of transfer and counterwarrants or other lawful transfer documents 
supported by itemized invoices. The subsection as it stood prior to this amend 
ment did not include reference to the date on which an actual liability for sup 
plies or services is incurred by the Administrator, or to other lawful transfer 
documents. 

(c) Crediting of fund.—This subsection provides that the General Supply Fund 
shall be credited with all reimbursements, advances, and refunds relating to 
supplies or services procured through the fund, including the net proceeds of 
disposal of surplus property of the fund. It substantially reenacted existing 
law. Since the General Supply Fund is a revolving fund, it is appropriate that 
these moneys be so credited in the interest of smoothness of its operation and 
to avoid its depletion. 

(d) Establishment of special deposit account with Treasurer of United States. 
Under this subsection the most effective utilization of cash resources of the 
fund is provided for, by authorizing the establishment of a special deposit 
account into which all advances and fund receipts may be deposited, and from 
which payments may be made immediately. Under this simplification of previous 
collection and disbursement procedures applicable to the fund, cash will 
be available for use promptly after collection, without sacrificing any necessary 
controls. 

(e) Covering of surplus into Treasury; audit and report by Comptroll 
General.—This subsection alters the previous requirement that all surplus in the 
fund, as determined in the annual audit by the Comptroller General, must b« 
covered into the Treasury as miscellaneous receipts, by permitting losses incurred 
by the fund in prior years, as well as all assets and liabilities, to be considered 
in ascertaining the amount of such surplus. This change takes cognizance of thi 
fact that such prior losses represent impairments of the fund capital, unless mad: 
good from earnings, and also will counteract any tendency to establish prices 
at too high a level. Also, there is added the requirement that the Comptrolle: 
General report to the Congress annually the results of the audit. Such reports 
and his recommendations as to the status and operations of the fund, should | 
helpful to the Congress in its consideration of supply activities. 

(f) Procurement for certain organizations.—This subsection makes the pri 
curement facilities of the fund available to mixed-ownership Government co! 
porations, to the municipal government of the District of Columbia, and, i! 
certain cases, to non-Federal agencies. Procurements under this subsectiot 
are subject to the requirements of subsection (a) to (e), inclusive, of section 
109. In Public Law 152 as originally enacted, there appeared at the end of sul 
section (f) a proviso reading as follows: “Provided, That the prices charged by 
the Administrator in such cases shall be fixed at levels which he estimates wil 
be sufficient to recover, in addition to the direct costs of the procurement 
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ndling, and distribution of such supplic s and services, the indirect and over 


ead costs that the Administrator determines are allocable thereto.” This pro 

so was deleted by subsection (e) of section 1 of Public Law 522. Such deletion 

emoved the special surcharge assessed against mixed-ownership Government 
rporations, the District of Columbia and certain requisitioning non-Federal 
gencies procuring supplies and services from the General Services Administra 
on. These organizations, therefore, now pay the same prices as do Federal 
gencies for similar supplies and services received from the General Services 
Administration. 

(yg) Testing of articles, and testing fees.—This subsection was added to section 
109 by section 3 (b) of Public Law 754. The subsection authorizes the es 
tablishment of testing charges to be paid by prospective vendors to cover all or 
part of the costs in connection with the testing of articles and commodities 
tendered for sale. Such testing fees are to be covered into the General Supply 
Fund and expended directly therefrom without appropriation. The Administrator 

; authorized, in his discretion, and with the consent of the producer or vendor 
conduct tests on goods required by the Government to ascertain whether they 

re equal or superior in performance standard to similar goods currently on a 
jualified list, and therefore acceptable for Government purchase 

Chis subsection provides for two different types of charges which may be 

ssessed against a producer or vendor: (1) for full recovery of the cost of 

ynducting such test when the testing service is predominantly in the interest of 

e producer or vendor; and (2) for such fee as the Administrator considers to be 
reasonable” for the furnishing of the testing service when it is not predomi 

intly in the interest of the producer or vendor. In the first case, provision is 

iade for the recovery of the actual cost of services rendered by the Federal 

Government in the interest of special beneficiaries rather than in the general 
publie interest, while in the second, the Administrator, having determined that 
he tests made were primarily in the interest of the Federal Government in order 

ascertain the quality of a product desired by the Government or offered 

it, may assess the fees accordingly. The latter situation would allow, in some 

stances, for the assessment of the larger part but not all of the costs against 
the producers, in others, for equal participation of the Government in the costs, 
nd in still others, for the Government to defray the preponderance of, or the 
entire costs if the public interest would be served thereby. 

Under this subsection small business will be afforded a better opportunity to 
have its products considered for purchase by the Government If such products 
are found to be equal or superior in performance characteristics to products on 
the Federal list of acceptable products, when compiled and released by the 
Administrator, they may be similarly classified and listed as conforming to the 
requirements of the Government. The language is broad enough to permit the 
Administrator, in his discretion, to utilize Federal testing facilities or the facili- 
ties of private testing laboratories in determining the qualities of products and 
their conformity to required standards of the Government. Thus the Admin 
istrator may include on such qualified list many products of small private in 
dustries which the Government could use advantageously and which will prove 
to be as satisfactory on a performance basis as similar products which meet 
exact technical specifications. The subsection will help to overcome the difficul 
ties small businesses have encountered in having the Government accept their 
products on the same basis as those which were hand-tailored to meet specialized 
requirements, and will permit agencies of the Government to purchase goods 
which more nearly conform to their needs 
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TITLE II—PROPERTY MANAGEMENT 


PROCUREMENT, WAREHOUSING, AND RELATED ACTIVITIES 


Sec. 201. (a) The Administrator shall, in respect of executive agen 
cies, and to the extent that he determines that so doing is advantageous 
to the Government in terms of economy, efficiency, or service, and with 
due regard to the program activities of the agencies concerned— 

(1) prescribe policies and methods of procurement and supply 
of personal property and nonpersonal services, including related 
functions such as contr: icting, inspection, storage, issue, property 

identification and classification, transportation and traffic man 
aqumnethy management of public utility services, and repairing 
and converting; and 

(2) operate, and, after consultation with the executive agencies 
affected, consolidate, take over, or arrange for the operation by 
any executive agency of warehouses, supply centers, repair shops, 
fuel yards, and other similar facilities; and 

(3) procure and supply personal property and nonpersona| 
services for the use of executive agencies in the proper discharge 
of their responsibilities, and perform functions related to procure 
it nt and supply such as those mentioned above in subparagrap! 

: Provided, That contracts for public utility services may be 
= for periods not exceeding ten se and 

(4) with respect to transportation and other public utility 
services for the use of executive agencies, represent such agencies 
in negotiations with carriers and other public utilities and in pro 


ceedings involving carriers or other public utilities before Federa| 
and State regulatory bodies; 


Provided, That the Secretary of Defense may from time to time, and 
unless the President shall otherwise direct, exempt the National Mili 
tary Establishment from action taken or which may be taken by thi 
Administrator under clauses (1), (2), (3), and (4) above whenever 
he determines such exemption to be in the best interests of national 
security. 

(b) The Administrator shall as far as practicable provide any of 
the services specified in subsection (a) of this section to any othe: 
Federal agency, mixed ownership corporation (as defined in the Gov 
ernment Corporation Control Act), or the District of Columbia, upon 
its request. 

(c) In acquiring personal property, any executive agency, unde! 
regulations to be prescribed by the Administrator, may exchange o1 
sel] similar items ae may apply 9 exchange allowance or proceeds 
of sale in such cases in whole or in part payment for the property 
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equired: Provided, That any transaction carried out under the au 
thority of this subsection shall be evidenced in writing. 


LS eS REN Se 


ANALYSIS 


Section 201. Procurement, warehousing, and related activities (Sec. 201, 63 Stat. 
383, as amended by sec. 8 (b), 64 Stat. 591; 40 U.S. C. 481) 

(a) Centralized control.—This subsection authorizes the Administrator of 
General Services, where it is advantageous to the Government, to regulate the 
policies and methods of executive agencies with respect to the procurement and 
supply of personal property and nonpersonal services, including related functions 
such as contracting, inspection, storage, issue, property identification and classi- 

ition, transportation and traffic management, management of public utility 
services, and repairing and converting. The Administrator may himself procure 

h personal property and nonpersonal services and perform related functions, 

nd may consolidate and operate or arrange for the operation of suitable ware 
uses, repair shops, and similar facilities. (When functions are transferred 
the General Services Administration from any other Federal agency under 
this subsection, the records, property, personnel, and funds relating to the 
ansferred functions are to be transferred to the Administration in the manner 
provided in section 107 (b).) The Administrator may for the use of executive 
gencies represent such agencies in negotiations with carriers and other public 
itilities, and in proceedings before regulatory bodies involving carriers and other 
publie utilities. The provisions with respect to traffic management, management 
public utility services, and representation are not intended to abrogate any 
uthority of the Department of Justice with respect to legal proceedings, are in 
cordance with the recommendations of the Commission on Organization of the 
xecutive Branch of the Government, and provide clear authority on this subject. 

Phe Administrator is authorized to negotiate contracts for public utility serv 

es, for agencies and departments, where it is deemed advantageous to the Gov- 


ent, for periods not exceeding 10 years. The purpose of this provision is to 
rmit the Government to take advantage of discounts which may be obtained 
under contracts for periods of longer than 1 year, particularly under cor 


cts for electric power requirements. 

This authority over procurement matters vested in the Administrator is a re 

tatement of authority previously exercised by the Bureau of Federal Supply, 
ept that the control over the purchases of wholly owned Government corpo 

itions is new, and that the relationship with the Department of Defense is 


mewhat changed. (The designation “National Military Establishment” was 
hanged to “Department of Defense” by sec. 12 (a), 63 Stat.591.) The Secreta 


Defense is authorized, unless the President shall otherwise direct, to exclude 


curement for the Department of Defense from control of the Administrato 
ere the Secretary deems exclusion in the best interest of national security 
See the directive of the President dated July 1, 1949, set forth in Appendix A.) 
mubat equipment and other items of peculiar importance to the armed forces 
ild thus be excluded by the Secretary of Defense At the same time, the 
dministrator would be in a better position to serve the armed forces more fully 
n meeting their other supply requirements, and he can appeal to the President 
he thinks the Secretary of Defense has wrongly excluded him from any field 
'y opinion dated August 3, 1949, the Counsel to the Committee for Development 
Areas of Understanding between the Department of Defense and General 
Services Administration held that the power of exemption vested in the Secretary 
Defense by the proviso to section 201 (a) is not applicable to protection and 
aintenance of real property of the Department of Defense pending its disposa 


hich is governed by section 203, and accordingly, as to such property in the 
ssession of the Department of Defense, the Administrator may confer duties 
pon the Department of Defense with respect thereto regardless of whether the 


epartment of Defense consents 
b) Services to Federal agencies, District of Columbia, and mizred-ownership 
rporations.—This subsection provides that the Administrator shall, as far 
racticable, upon the request of any other Federal agency (defined by section 3 
b) of the Act as excluding the Senate, the House of Representatives, and the 
Architect of the Capitol), or of any mixed-ownership Government corporation, 
r of the District of Columbia, provide any of the services specified in subsection 
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(a) of section 201. Government economy will be furthered by allowing these 
organizations, supported in whole or in part by the Federal Government, to 
take advantage of savings in procuring supplies which the Administrator can 
provide through the operation of a central procurement system. 

The expression “or the Senate, or the House of Representatives,’ which ap 
peared in this subsection as originally enacted in Public Law 152 between “District 
of Columbia” and “upon its request”, was stricken out by section 8 (b) of 
Public Law 754. However, services and facilities authorized by the Act to be 
rendered or furnished shall be made available to the Houses of Congress and 
the Architect of the Capitol, but only upon their request, as provided in section 
602 (e) of the Act which was inserted by section 8 (c) of Public Law 754 

It is believed that, with the exceptions provided in the Act, the system of cen 
tralized procurement, strengthened by the statutory support which the Act 
provides, will prove its efficiency anc economy in the years to come. This does 
not mean that every item must be procured by a central agency, but only that 
such an agency must be responsible for determining how every item shall be 
procured, and for prescribing the manner of procurement which is best under 
the circumstances. 

(c) Application of trade-in allowances.—This subsection authorizes executive 
agencies to exchange or sell personal property and apply the trade-in allowance 
or proceeds of sale in whole or part payment for property acquired. This is an 
expansion of authority given under a number of previous statutes to specific 
agencies or with respect to specific types of property. While these statutes are 
repealed by section 602 (a) (8) to (28), the language here is intended to be 
sufficiently broad to preserve all such existing authority. For example, the 
Department of Agriculture may continue, subject, of course, to any regulations 
of the Administrator, to exchange publications without monetary appraisal or 
detailed listing as it has done in the past under that portion of the act of Marc! 
4, 1915 (5 U. S. C. 548), which is repealed by section 602 (a) (14). (See para 
graph 5 of the letter of the President, dated July 1, 1949, to all executive agencies 
set forth in Appendix B.) 
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Sec. 202. (a) In order to minimize expenditures for property, the 
\dministrator shall prescribe policies and methods to promote the 
maximum utilization of excess property by executive agencies, and he 
shall provide for the transfer of excess property among Federal agen- 
ies and to the organizations specified in section 109 (f). The Admin- 
istrator, with the approval of the Director of the Bureau of the 
Budget, shall prescribe the extent of reimbursement for such transfers 
of excess property: Provided, That reimbursement shall be required 
of the fair value, as determined by the Administrator, of any excess 
property transferred whenever net proceeds are requested pursuant 
to section 204 (b) or whenever either the transferor or the transferee 
igency (or the organizational unit affected) is subject to the Govern- 
ment C orporation Control Act (59 Stat. 597, 31 U.S. C. 841) or is an 
organization specified in section 109 (f); and that excess property 
determined by the Administrator to be suitable for distribution 
through the supply centers of the General Services Administration 
shall be retransferred as prices fixed by the Administrator with due 
regard to prices established in accordance with section 109 (b). 

(b) Each executive agency shall (1) maintain adequate inventory 
celia and accountability systems for the property under its control, 
(2) continuously survey property under its control to determine which 
S excess property, and promptly report such property to the Admin 
strator, (3) perform the care and handling of such excess property, 
and (4) transfer or dispose of such property as promptly as possible 
in accordance with authority delegated and regulations prescribed 
by the Administrator. 

(c) Each executive agency shall, as far as practicable, (1) make 
reassignments of property among activities within the agency when 
such property is determined to be no longer required for the purposes 
of the appropriation from which it was purchased, (2) transfer excess 
property under its control to other Federal agencies and to organiza- 
tions specified in section 109 (f), and (3) obtain excess property from 
other Federal agencies. 
[(d), (e), (f)—repealed | 
(g) Whenever the Administrator determines that the temporary 
issignment or reassignment of any space in excess real property to 
iny “Federal agency for office, storage, or related facilities would be 
more advantageous than the permanent transfer of such property, he 
may make such assignment or reassignment for such period of time 
is he shall determine and obtain, in the absence of appropriation avail- 
able to him therefor, appropriate reimbursement from the using agency 
for the expense of maintaining such space. 
(h) The Administrator may authorize the abandonment, destruc- 
tion, or donation to public bodies of property which has no commercial 
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value or of which the estimated cost of continued care and handling 
would exceed the estimated proceeds from its sale. 








ANALYSIS 
Section 202. Property utilization (Sec. 202, 68 Stat. 384, as amended by sec. 
1 (f)-(h), 66 Stat. 598; 40 U. S. C. 4838) 

This section deals with the most important phase of property management, 
which is continuing use by the Government of the Government’s property. 

(a) Over-all direction of the Administrator of General Services; reimburse- 
ment for transfers of excess property.—This subsection directs the Administrator 
of General Services to prescribe policies and methods to promote the maximum 
utilization of excess property by executive agencies. He is to provide for trans- 
fers of such property among Federal agencies and to the District of Columbia 
government, mixed-ownership Government corporations, and certain indicated 
non-Federal agencies. The extent of reimbursement to be made for such trans- 
fers shall be determined by the Administrator, with the approval of the Director 
of the Bureau of the Budget. However, the proviso in the subsection requires 
that there be reimbursement of the fair value, as determined by the Adminis- 
trator, of excess property transferred, whenever net proceeds are requested pur- 
suant to section 204 (b) of the Act (where property was originally acquired by 
the use of reimbursable funds or funds not appropriated from the general fund 
of the Treasury), or when transfers are made to or from wholly-owned Govern- 
ment corporations and those organizations specified in section 109 (f) (princi- 
pally mixed-ownership Government corporations and the government of the 
District of Columbia). The proviso also makes it clear that excess property 
that has been taken into supply centers of the General Services Administration 
for redistribution shall be retransferred to agencies at prices fixed by the Admin- 
istrator with due regard to prices established in accordance with section 109 (b) 
of the Act. 

This subsection was revised to read as above set forth by subsection (f) of 
section 1 of Public Law 522, 82nd Congress, approved July 12, 1952. Prior to 
that enactment, and as it appeared in Public Law 152, the subsection read as 
follows: 

“Sec. 202. (a) In order to minimize expenditures for property, the Admin 
istrator shall prescribe policies and methods to promote the maximum util- 
ization of excess property by executive agencies, and he shall provide for 
the transfer of excess property among Federal agencies.” 

Under this superseded subsection, and under subsection 202 (e) of Public Law 
152 which was repealed by subsection (h) of section 1 of Public Law 522, reim 
bursement at fair value was required, with limited exceptions, for transfers of 
excess property between Federal agencies. These amendments made by Publi 
Law 522 were intended to permit better utilization of excess property by othe: 
Federal agencies which have need for such property. A considerable amount of 
excess property which had been reported to the General Services Administration 
for redistribution to other Federal agencies could not under previous authority 
be transferred to the needing agencies, since reimbursement was required under 
the “fair value” provision of subsection 202 (e) of the Federal Property and 
Administrative Services Act of 1949. The needing agencies contended that they 
had no funds available for reimbursing the owning agency, and the General 
Services Administration did not have authority to transfer without reimburse 
ment. Asa result the best utilization of excess property was not attained. The 
revision of section 202 (a) of the Act liberalized the effect of the statute and at 
the same time provided a more flexible method for transfer so that greater utiliza 
tion of excess property could be attained, while at the same time retaining 
existing exceptions specifically authorized by law. 

The amendments made by Public Law 522 remove the need for requesting 
specific legislation in order that excess real property may be transferred between 


agencies without reimbursement. Further, the revision will permit better 


quality available excess items to replace old items in poor condition, and thus 
will allow the disposal as surplus of the outmoded equipment and reduction of 
procurement of new property. Without such flexibility, available excess would 
have to be disposed of either by donation for educational or public health pur- 
poses or by sale unless another agency had an immediate or reasonably foresee- 
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ble need. The amendment will also facilitate use of excess property in the 
ipply of furniture and furnishings for Government office buildings; the trans 

fer of small lots of excess items where the cost of processing transfer documents 
s out of proportion to the value of the property; and, as provided in the Act, 

the taking of excess items into General Services Administration supply centers 
r later redistribution to agencies, 

Che committee reports accompanying H. R. 5350 which became Public Law 
22 (House Report No. 1524 and Senate Report No. 2075, 82d Congress, 2d 
ession) stated that it was intended that when regulations are developed to 
plement this subsection, in collaboration with the Bureau of the Budget, due 
egard will be given to procedures that will either preclude undue augmentation 
f specific appropriations provided for the acquisition of property or take into 
ccount in subsequent appropriations prior transfers of excess property; and 
at transfers of excess property by the Administrator be carefully related to 

the actual supply needs and inventory situation in the receiving agency. 

b) Responsibility of erecutive agencies to survey property This subsection 
iposes upon each executive agency the responsibility, in the first instance 
1) to maintain adequate inventory controls and accountability systems for its 
operty (see also sec. 205 (b)), (2) to survey its property continuously to de 
rmine which is excess to its needs and promptly report excess property to the 

\dministrator, (3) to care for such excess property, and (4) to transfer or 
lispose of such property in accordance with authority delegated and regulations 
rescribed by the Administrator 

(c) Responsibility of executive agencies to use property.—This subsection 

ilarly imposes upon each executive agency the responsibility in the first il 
ince to reassign property among activities within such agency, to transfer its 

excess property to other Federal agencies and to organizations specified in 
ection 109 (f) of the Act, and to obtain for its use property which is excess to 
he needs of other agencies. The words at the end of clause (2) ind to organi 
tions specified in section 109 (f)” were added by subsection (g) of section 1 
f Public Law 522, 82d Congress, approved July 12, 1952. The purpose of the 
end iment was to authorize transfer of excess property to the District of Colum 
ia government, mixed-ownership Government corporations, and certain indi 
ited non-Federal agencies. Since the Administrator is directed by sectior 
01 (b) of the Act to procure supplies and services for such corporations and 
e District, this amended subsection authorizes furnishing to them excess 
perty from an additional and economical source, which likewise reduces the 
Government’s surplus property disposal operation. There was thus restored 
to the District of Columbia government authority to receive Federal excess 
roperty, which was temporarily curtailed because of certain technical repeals 
ide by Public Law 247, 82d Congress (sec. 1 130) and (131)). which law is 
scussed in the analysis under section 212 of the Act 
Vote relative to subsections al f and f formerl } sect yl f 

In section 202 of Public Law 152 as originally enacted there appeared sub 

ions (d), (e), and (f), which were repealed by subsection (h) of section 1 
Public Law 522, and which read as W 





“(d) Under existing provisions of law and procedures defined by the 
Secretary of Defense, and without regard to the requirements of this section 
except subsection (f), excess property of one of the departments of the 
National Military Establishment may be transferred to another department 
thereof. 

“(e) Transfers of excess property between Federal agencies (except 
transfers for redistribution to other Federal agencies or for disposal as 
surplus property) shall be at the fair value thereof, as determined by, o1 
pursuant to regulations of, the Administrator, unless such transfer is other 
wise authorized by any law approved subsequent to June 21, 1944, to be 
without reimbursement or transfer of funds 

‘(f) The Director of the Bureau of the Budget shall prescribe reg 
providing for the reporting to said Director by executive agencies 
reassignments or transfers of property between activities financed by differ 
ent appropriations as he shall deem appropriate, and the reassignments and 
transfers so reported shall be reported to the Congress in the annual budget 
or otherwise as said Director may determine 
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The repeal of these three subsections is explained as follows: 

Section 202 (d).—In view of the legislation establishing the Department of 
Defense, this authority with respect to the departments of that establishme 
was no longer necessary. Reassignments of property among the military depart 
ments and activities of the Department of Defense can be accomplished unde 
the provisions of section 202 (c) of the Act. Moreover, the limitation in section 
202 (d) to “existing provisions of law and procedures” would unduly restrict 
reassignments within the Department of Defense. 

Section 202 (e).—The effect of the repeal of this provision has been coi 
sidered above, in connection with subsection (a) of Section 202 

Section 202 (f) his repeal was technical, not substantive. Reports of 1 
assignments or transfers of property between agency activities financed | 
different appropriations can be required by the Director of the Bureau of th 
Budget, at his discretion, under the Budget and Accounting Procedures Act of 
1950 (Public Law 784, 8lst Congress, 64 Stat. 882). Special reference to report 
ing such information to the Congress can be deleted without detriment to tl 
public service. 

(g) Assignment of office and warehouse space.—This subsection clarifies an 
strengthens previous law by authorizing the Administrator of General Services 
to assign and reassign space in excess real property to any Federal agency fo: 
office, storage, or related facilities. He may obtain reimbursement for suc! 
assignment in the absence of an appropriation available to him therefor. It j 
expected that operations under this subsection can and should materially lesser 
the present leasing of space for Government use in private office buildings. 

(h) Abandonment or donation of property.—This subsection authorizes th: 
abandonment, destruction, or donation to public bodies of property which has 1m 
commercial value, or of which the estimated cost of continued care and handling 
would exceed the estimated proceeds from its sale. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 695 


DISPOSAL OF SURPLUS PROPERTY 


Sec. 203. (a) Except as otherwise provided in this section, the 
\dministrator shall have supervision and direction over the disposi- 
ion of surplus property. Such property shall be disposed of to such 
xtent, at such time, in such areas, by such agencies, at such terms and 
onditions, and in such manner, as may be prescribed in or pursuant to 

s Act. 

(b) The care and handling of surplus property, pending its disposi 
tion, and the disposal of surplus property, may be performed by the 
reneral Services Administration or, when so determined by the 
\dministrator, by the executive agency . possession thereof or by any 
ther executive age ncy conse nting thereto. 

(c) Any executive agency designated or authorized by the Admin 

rator to dispose of surplus property may do so by sale, exchange, 
ease, permit, or transfer, for cash, credit, or other property, with or 
ithout warranty, and upon such other terms and conditions as the 
\dministrator deems proper, and it may execute such documents for 

e transfer of title or other interest in property and take such other 

tion as it deems necessary or proper to dispose of such property under 
he provisions of this title. 

(d) A deed, bill of sale, lease, or other instrument executed by or on 

half of any executive agency purporting to transfer title or any other 

terest in surplus property under pe pap shall be conclusive evidence 
f compliance with the provisions of this title insofar as concerns title 
r other interest of oe bona fide grantee or transferee for value and 
ithout notice of lack of such compliance. 

(e) Unless the Administrator shall determine that disposal by ad 
vertising will in a given case better protect the public interest, surplus 
property disposals may be made without regard to any provision of 

xisting law for advertising until 12 o'clock noon, eastern standard 
(ime, June 30, 1953: Provided, That an e xplanatory ‘statement shall be 
prepared and submitted to the ap propriate committees of Congress 
nd a copy preserved 1 In the file ol all cases W he re negotl ited disposal 
curs, 

f) Subject to regulations of the REN any executive 
gency may authorize any contractor with such agency or subcon- 
tractor thereunder to retain or dispose of any contractor inventory. 

(g) The Administrator, in formulating policies with respect to the 
lisposal of surplus agricultural commodities, surplus foods processed 
from agricultural commodities, and surplus cotton or woolen goods, 

hall consult with the Secretary of Agriculture. Such policies shall be 
o formulated as to prevent surplus agricultural commodities, or sui 
plus food processed from agricultural commodities, from being 
imped on the market in a disorderly manner and disrupting the mar 
‘et prices for agricultural commodities. 


pt. < 45 
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(h) Whenever the Secretary of Agriculture determines such action 
to be required to assist him in carrying out his responsibilities with 
respect to price support or stabilization, the Administrator shall trans- 
fer without charge to the Department of Agriculture any surplus 
agricultural commodities, foods, or cotton or woolen goods to be dis- 
posed of. Receipts resulting from disposal by the Department of Agri- 
culture under this subsection shall be deposited pursuant to any author- 
ity available to the Secretary of Agriculture, except that net proceeds 
of any sale of surplus property so tr ansferred x ull be credited pur- 
suant to section 204 (b), when applicable. Surplus farm commodities 
so transferred shall not be sold, other than for export, in quantities in 
excess of, or at prices less than, those applicable with respect to sales of 
such commodities by the Commodity Credit Corporation. 

(1) The United States Maritime Commission shall dispose of sur- 
plus vessels of one thousand five hundred gross tons or more which the 
Commission determines to be merchant vessels or capable of conversion 
to merchant use, and such vessels shall be disposed of only in accordance 
with the provisions of the Merchant Marine Act, 1936, as amended, and 
other laws authorizing the sale of such vessels. 

(j) (1) Under such regulations as he may prescribe, the Administra- 
tor is authorized in his discretion to donate for educational purposes 
or public health purposes, including research, in the States, Territories, 
and possessions without cost (except for costs of care and handling) 
such equipment, materials, books, or other supplies under the control of 
any executive agency as shall have been determined to be surplus 
property and which shall have been determined under paragraph (2) 
or paragraph (3) of this subsection to be usable and necessary for 
educational purposes or public health purposes, including research. 

(2) Determination whether such surplus property (except surplus 
property donated in conformity with paragraph (3) of this subsec- 
tion) is usable and necessary for educations al: purposes or public health 
purposes, including research, shall be made by the Federal Security 
Administrator, who shall allocate such property on the basis of needs 
and utilization for transfer by the Administrator of General Services 
{to tax-supported medical institutions, hospitals, clinics, health centers, 
school systems, schools, colleges, and universities, and to other non- 
profit medical institutions, hospitals, clinics, health centers, schools, 
colleges, and universities which have been held exempt from taxation 
under section 101 (6) of the Internal Revenue Code, or to State depart 
ments of education or health for distribution to such tax-supported 
and nonprofit medical institutions, hospitals, clinics, health centers, 
school systems, schools, colleges, and universities; except that in any 
State where another agency is designated by State law for such purpose 
such transfer shall be made to said agency for such distribution within 
the State. 

(3) Inthe case of surplus property under the control of the National 
Military Establishment, the Secretary of Defense shall determine 
whether such property is usable and necessary for educational ac ” ities 
that are of special interest to the armed services, such as maritime acad- 
emies or military, naval, Air Force, or Coast Guard prepares ats 
schools. If such Secretary shall determine that such property is usable 
and necessary for such purposes, he shall allocate it for transfer by the 
Administrator to such educational activities. If he shall determine 
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that such property is not usable and necessary for such purposes, it may 
be disposed of in accordance with paragraph 2 of this subsection. 

(k) (1) Under such regulations as ‘he may prescribe, the Adminis 
trator is authorized, in his “disc retion, to assign to the Federal Security 
senagy Sesay for disposal such surplus real property, including buil i- 

igs, fixtures, and equipment situated thereon, as is recomme nded by 
the Federal Secur ity Administrator as being needed for school, class- 
room, or other educational use, or for use in the protection of public 
iealth, including research. 

(A) Subject to the disapproval of the Administrator within 
thirty days after notice to him by the Federal Security Admin- 
istrator of a proposed transfer of se slg for school, class- 
room, or other educational use, the Federal Security Adminis- 
trator, through such officers or employees of the Federal Security 
Agency as he m: iy designate, may sell or lease such real property, 
including buildings, fixtures, and equipment situated thereon, for 
educational purposes to the States and their political subdivi- 
sions and instrumentalities, and tax-supported educational insti- 
tutions, and to other nonprofit educational institutions which 
have been held exempt from taxation under section 101 (6) of 
the Internal Revenue Code. 

(B) Subject to the disapproval of the Administrator within 
thirty days after notice to him by the Federal Security Adminis 
trator of a proposed transfer of property for public-health use, 
the Federal Security Administrator, through such officers or 
employees of the Federal Security Agency as he may designate, 
may sell or lease such real property for public-health purposes, 
including research, to the States and their political subdivisions 
and instrumentalities, and to tax- supported medical institutions, 
and to hospitals or other similar institutions not operated for 
profit which have been held exempt from taxation under section 
101 (6) of the Internal Revenue Code. 

(C) In fixing the sale or lease value of property to be disposed 
of under subparagraph (A) and subparagraph (B) of this para- 
graph, the Federal Security Administrator shall take into consid- 
eration any benefit which has accrued or may accrue to the United 
States from the use of such peapety by any such State, political 
subdivision, instrumentality, or institution. 

(D) “States” as used in this subsection includes the District of 
Columbia and the Territories and possessions of the United States. 

(2) Subject to the disapproval of the Administrator within thirty 
lays after notice to him of any action to be taken under this 
subsection— 

(A) The Federal Security Administrator, through such officers 
or employees of the Federal Security Agency as he may designate, 
in the case of property transferred pursuant to the Surplus 
Property Act of 1944, as amended, and pursuant to this Act, 
to States, political subdivisions, and instrumentalities thereof, 
and tax-supported and other nonprofit educational institutions 
for school, classroom, or other educational use ; 

(B) the Federal Security Administrator, through such officer 
or employees of the F ederal Security Agency as he may designate, 
in the case of property transferred pursuant to the Surplus 
Propetis Act of 1944, as amended, and pursuant to this Act, 
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to States, political subdivisions and instrumentalities thereof, 
tax-supported medical institutions, and to hospitals and othe 
similar institutions not operated for profit, for use in the pro 
tection of public health (including research) ; 

(C) the Secretary of the Interior, in the case of property trans 
ferred pursuant to the Surplus Property Act of 1944, as amended, 
and pursuant to this Act, to States, political subdivisions, and 
instrumentalities thereof, and municipalities for use as a public 
park, public recreational area, or historic monument for the 
benefit of the public; or 

(D) the Secretary of Defense, in the case of property trans- 
ferred pursuant to the Surplus Property Act of 1944, as amended, 
to States, political subdivisions, and tax-supported instrumentali 
ties thereof for use in the training and maintenance of civilian 
components of the armed forces, 

is authorized and directed— 

(i) to determine and enforce compliance with the terms, condi 
tions, reservations, and restrictions contained in any instrument 
by which such transfer was made; 

(ii) to reform, correct, or amend any such instrument by the 
execution of a corrective, reformative, or amendatory instrument 
where necessary to correct such instrument or to conform such 
transfer to the requirements of applicable law; and 

(iii) to (1) grant releases from any of the terms, conditions, 
reservations, and restrictions contained in, and (II) convey, quit- 
claim, or release to the transferee or other eligible user any right 
or interest reserved to the United States by, any instrument by 
which such transfer was made, if he determines that the property 
so transferred no longer serves the purpose for which it was 
transferred, or that such release, conveyance, or quitclaim deed 
will not prevent accomplishment of the purpose for which such 
property was so transferred: Provided, That any such release, 
conveyance, or quitclaim deed may be granted on, or made sub 
ject to, such terms and conditions as he shall deem necessary to 
protect or advance the interests of the United States. 

(1) The Administrator is authorized to take possession of aban 
doned and other unclaimed property on premises owned or leased by 
the Government, to determine when title thereto vested in the United 
States, and to utilize, transfer or otherwise dispose of such property. 
Former owners of such property upon proper claim filed within three 
years from the date of vesting of title in the United States shall be 
paid the proceeds realized from the disposition of such property or, 
if the property is used or transferred, the fair value therefor as of 
the time title was vested in the United States as determined by the 
Administrator, less in either case the costs incident to the care and 
handling of such property as determined by the Administrator. 





ANALYSIS 


Section 203. Disposal of surplus property (Sec. 203, 63 Stat. 385, as amended by 
sec. 4, 64 Stat. 579, and sec. 1 (i), (j), 66 Stat. 593; 40 U. S. C. 484) 

(a) Responsibility of Administrator of General Services.—This subsection pro 
vides that the Administrator of General Services shall have supervision and 
direction over the disposition of property surplus to the needs of the entire 
Government. 
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b) Care and handling of surplus property his subsection provides that the 
ire and handling of surplus property pending its disposition, and the dis- 
osal of surplus preperty, may be performed by the General Services Adminis 
ration or any executive agency designated by the Administrator. An agency 
ther than the one in possession, however, cannot be designated to perform care 

d handling or disposal without its consent. 

(c) Terms of disposal.—This subsection provides that any agency disposing 
f surplus property may do so by sale, exchange, lease, permit, or transfer, for 

sh, credit, or other property, with or without warranty, and may execute such 

uments for the transfer of the property as may be necessary. 

(d) Title of transferees.—This subsection is designed to protect the interest 
of bona fide grantees or transferees It makes instruments purporting to 
ransfer title or other interest in surplus property under this title of the Act 

ich are executed by an executive agency, conclusive evidence of compliance 

th the provisions of the title in the absence of notice of defects 

e) Advertising for bids——This subsection as originally enacted in Public 
Law 152 read as follows: 

“(e) Unless the Administrator shall determine that disposal by adver- 
tising will in a given case better protect the publie interest, surplus property 
disposals may be made without regard to any provision of existing law 
for advertising until 12 o’clock noon, eastern standard time, December 31, 
1950.” 

Subsequent to December 31, 1950, and until the enactment of Public Law 522, 
ipproved July 12, 1952, advertising and competitive bids were required in the 
isposal of surplus property. Subsection (i) of section 1 of Public Law 522 
mended subsection (e) to read as above set forth in the text of section 203 
rhus, until June 30, 1953, surplus property disposals may be made without regard 

provisions of existing law for advertising, unless the Administrator shall 
etermine that disposal by advertising will in a given case better protect the 
public interest. This authority is subject to the proviso that an explanatory 
statement shall be prepared and submitted to the appropriate committees of the 
Congress and copies preserved in the file of all cases where negotiated disposal 

curs. The proviso is intended to require the General Services Administration 

) submit such reports prior to the disposition of each property to the jurisdic- 
onal committees, viz., the Senate Committee on Government Operations and 

e House Committee on Expenditures in the Executive Departments, in order 
hat these committees may have up-to-date information on the extent of the 

sposal program. The amendment made by Public Law 522 therefore provides 
reater flexibility in negotiating sales of surplus property When the Federal 
Property and Administrative Services Act of 1949 was originally considered by 
the Congress, it was believed that the authority to make surplus disposals by 
egotiation could expire by December 31, 1950, without causing any difficulty or 
elay in the disposal program. However, by reason of the action in Korea, 
ertain parcels of real property which were formerly declared excess to the 
eeds of the Department of Defense were withdrawn from disposal, but sub 
sequently again declared excess and then determined to be surplus. The lack 

authority prior to enactment of Public Law 522 to negotiate sales rendered 
ficult the disposal of certain industrial and other real property, and added to 
he cost of disposing of some lots of surplus personal property Congress there 
re approved the extension on an interim basis of authority for negotiation of 
surplus property sales until June 30, 1953, but in so doing indicated the possi- 
bility of the Nation’s again being presented, as was the case after World War II, 
ith a vast surplus property disposal problem, and suggested that studies forth- 
vith be undertaken with a view to consideration of further legislation dealing 
with the problem in the 83rd Congress in order to provide an orderly means of 
disposing of surplus property. 
f) Adjustments for contractor inventories—This subsection provides that 
ontractors or subcontractors with executive agencies may be authorized to 
tain or dispose of their contractor inventories. 


1) Consultation with Secretary of Agriculture.—This subsection requires 

Administrator to consult with the Secretary of Agriculture in formulating 
licies for the disposal of surplus agricultural mmodities, surplus food 
rrocessed from agricultural commodities, and surplus cotton and woolen goods, 
nd further requires that such policies shall be formulated to prevent surplus 
gricultural commodities or surplus food products from being dumped on the 
larket in such manner as to disrupt the market prices for agricultural 
mmodities. 
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(h) Disposal of agricultural commodities.—This subsection requires the Ad 
ministrator to transfer to the Department of Agriculture without charge any 
surplus agricultural commodities, foods, or cotton or woolen goods, whenever 
the Secretary determines it necessary in carrying out his responsibilities with 
respect to price support or stabilization, and further requires that the receipts 
from disposals by the Department of Agriculture shall be deposited pursuant 
to authority available to the Secretary of Agriculture except that net proceeds of 
sales of property so transferred shall be credited pursuant to the provisions 
relating to proceeds in section 204 (b) when applicable. It also provides that, 
except when sold for export, surplus farm commodities so transferred may not 
be sold in quantities in excess of or at prices less than those relating to such 
commodities when sold by the Commodity Credit Corporation. 

(i) Disposal of vessels for merchant use——This subsection establishes the 
United States Maritime Commission as the statutory disposal agency for surplus 
vessels of 1,500 gross tons or more, which it determines to be merchant vessels 
or capable of conversion to merchant use. Such vessels are to be disposed of 
im accordance with the Merchant Marine Act, 1936, as amended, and other 
laws relating to the sale of such vessels. 

(j) Donations for educational and public health purposes.—This subsection 
authorizes the Administrator of General Services, in his discretion, to donate 
surplus personal property usable and necessary for educational purposes or public 
health purposes as determined by the Federal Security Administrator, who shal! 
illocate such property on the basis of needs and utilization for transfer by the 
Administrator of General Services, either direct or through State departments 
of education or health, to tax-supported and nonprofit medical institutions, 
hospitals, clinics, health centers, school systems, schools, colleges, and univer 
sities. Prior to the amendment of paragraphs (1) and (2) of this subsection 
by section 4 of Public Law 754, adding the authority to donate for public health 
purposes, the scope of the subsection was limited to education. 

Provision is also made for allocation by the Secretary of Defense, for transfer 
by the Administrator to educational activities of special interest to the armed 
services, such as maritime academies or military or naval preparatory schools, 
of surplus property of the Department of Defense which the Secretary determines 
to be usable and necessary for such activities. 

(k) Transfers of surplus property for public use.—(1) Under the Surplus 
Property Act of 1944, as amended, surplus real property has been transferred 
for public health and educational purposes subject to a public-benefit allowance 
to States and political subdivisions thereof and to tax-supported and nonprofit 
educational and medical institutions which have been held exempt from taxation 
under section 101 (6) of the Internal Revenue Code. This paragraph authorizes 
the Administrator in his discretion to assign to the Federal Security Administra- 
tor for disposal, subject to disapproval by the Administrator of General Services, 
to such entities surplus real property which has been recommended by the 
lederal Security Administrator as being needed for public health or education 
It further provides that the Federal Security Administrator in fixing the sale or 
lease value of such property shall take into consideration any benefit which has 
accrued or may accrue to the United States from the use of such property by any 
eligible State, political subdivision, instrumentality, or institution. 

(2) Under the Surplus Property Act of 1944, as amended, surplus property 
has been transferred, and under this Act will continue to be transferred, to 
States and political subdivisions thereof, and to tax-supported or nonprofit edu 
cational and medical institutions for specified uses, subject to various terms, 
conditions and reservations. This paragraph would permit the head of the 
interested Government agency, subject to disapproval by the Administrator of 
General Services, to enforce compliance with such terms, conditions, or reserva 
tions; to reform, correct, or amend the instruments of transfer; and to grant 
releases (including conveyances by quitclaim deed, in the case of real estate) 
from such conditions, reservations, and restrictions to the original transferee 
or to another eligible user. Such releases are to be conditioned upon findings 
that the property no longer serves the purpose for which the transfer was made 
or that release will not prevent accomplishment of the purpose of such transfer, 
and upon such other conditions as may be necessary to protect or advance che 
interests of the United States. The words “transferred, or that” appearing 
above in section 2038 (k) (2) (iii) were substituted by subsection (j) of section 
1 of Public Law 522, 82d Congress, approved July 12, 1952, for the words “trans 
ferred, and that” appearing in Public Law 152 as originally enacted. This 
amendment was made for the purpose of rectifying an apparent drafting error 
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the use of the word “and” rather than “or”. In the case of transfers of 

rplus property for health, education, and similar public purposes section 203 
k) (2) of Public Law 152 authorized releases from reservations and restrictions 

the original conveyance and transfers of any reserved interest upon a deter- 
ination that the property no longer served the purpose for which it was trans 

red and that such release or conveyance would not prevent the accomplish 
ent of such purpose. Cases may arise, however, where the property is still 
serving the purpose of the transfer and yet the release is necessary to permit the 
icomplishment of that purpose; e. g., where property transferred for a 
ospital must be released from a reverter clause before a financing institution 
willing to accept a mortgage on the property as security for a loan to construct 
addition to the hospital. 

(l) Abandoned property.—-This subsection authorizes the Administrator to 
ike possession of abandoned and other unclaimed property on Government 
premises, to determine when title thereto vested in the United States. and t« 

ize, transfer, or otherwise dispose of such property. Former owners of suct 
property will have 3 years from the date of vesting of title in the United States 

file claim and, if such claim is found proper, are to be paid the proceeds realized 

m the disposition of the property, or, if the property is used or transferred, its 

value as of the time title vested in the United States as determined by 

he Administrator, less in either case the costs incident to the care and handling 
such property as determined by the Administrator. It was contemplated that 
mounts and proceeds realized from dispositions will be covered into the Treasury 

s miscellaneous receipts pursuant to section 204 (a) Under other authority 

the Act appropriations may be made for payment of any claims presented by 
he rightful owners 
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PROCEEDS FROM TRANSFER OR DISPOSITION OF PROPERTY 













Sec. 204. (a) All proceeds under this title from any transfer of 
excess property to a Federal agency for its use, or from any sal 
lease, or other disposition of surplus property, shall be covered int 
the Treasury as miscellaneous receipts, except as provided in subse 
tions (b), (GCG). (d), and (e) of this section. 

(b) Where the property transferred or disposed of was acquired b 
the use of funds e tthe ‘not appropriated from the general fund of thi 
Treasury or appropriated therefrom but by law reimbursable fron 
assessment, tax, or other revenue or rece Ipts, then the net proceeds ol 
th e dis} osition or transfer shall be credited to the reimbursable fund o1 
eueeouelition or paid to the Federal agency which determined suc] 
property to be @XCGSS « re rovide d, That the proceeds shall be credited 
to musce ‘llaneous rece Ip its mn any case when the agency which dete 
mined the prope rty to bee XCess ahi il] deem it unec onomic: al or impr: u 
tical to ascertain the amount of net proceeds. As used in this sul 
section, the term “net proceeds of the disposition or transfer” meat 
the proceeds of the disposition or transfer minus all expenses incurre: 
for care and handling and disposition or transfer. 

Any Federal agency disposing of surplus property under thi 
title (1) may deposit, in a special account with the Treasurer of thi 
United States, such amount of the proceeds of such dispositions as it 
deems necessary to permit appropriate refunds to suche whi 
any disposition i Is resc inded or does not become fin: al, 4 r payments for 
breach of any warranty, and (2) may withdraw thevefrdin amounts 


so to be re funded or paid, without regard to the origin of the funds 
withdrawn. 

















) Where any contract entered into by an executive agency or an) 
subcontract under such contract authorizes the proceeds of any sale of 
property in the custody of the contractor or subcontractor to be cred 
ited to the price or cost of the work cove ts” by such contract or sub 


contract, the proceeds of any such sale shall be credited in accordance 
W - We contract or subcontract. 








Any executive agency entitled to receive cash under any contract 
ime lease, sale or other disposition of surplus property may 11 
its discretion accept, in lieu of cash, any property determined by the 
Munitions Board to be strategic or critical material at the prevailing 
market price thereof at the time the cash payment or payments became 
or become due. 

(f) Where credit has been extended in connection with any disposi 
tion of surplus property under this title or by War Assets Adminis 
tration (or its predecessor agencies) under the Surplus Property Act 
of 1944, or where such disposition has been by lease or permit, the 
Administrator shall administer and manage such credit, lease, or per 
mit, and any security therefor, and may enforce, adjust, and settle 
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l elit of the Government with respect thereto in such manner and 
mm such terms as he deems in the best interest of the Government. 


ee 
ANALYSIS 


tion 204. Proceeds from transfer or disposition of property (Sec. 204, 63 Stat. 
388 ; 40 U. S. C. 485) 
1) Deposit of proceeds into miscellaneous receipts.—This subsection requires 
proceeds from the transfer of excess property to a Federal agency or from 
sale, lease, or other disposition of surplus property to be covered into the 
easury as miscellaneous receipts with the exceptions noted in subsections 
(c), (d) and (e). 
») Crediting of reimbursable funds This subsection provides that in cases 
ere the property was acquired by funds either not appropriated from the 
eral fund of the Treasury, or appropriated therefrom and by law reimbursable 
assessments, taxes, or other revenues, the net proceeds of the disposition 
ransfer of such property shall be credited to the reimbursable fund or appro 
ation or paid to the Federal agency declaring such property excess. It further 
vides that the proceeds shall be credited to miscellaneous receipts if the 
gency declaring the property excess shall deem it uneconomical] or impracticable 
iscertain the amount of net proceeds 
(c) Refunds to purchasers This subsection provides that Federal agencies 
posing of surplus property may deposit in a special account with the Treasury 
itever amounts they deem necessary to permit refunds to purchasers when 
disposition is rescinded, or for breaches of warranty, and may withdraw 
e amounts so to be refunded or paid. Funds received from any specific con 
ict are not earmarked in the special deposit account, but are commingled 
th all other receipts from sales. The language which provides for withdrawal 
f “amounts so to be refunded or paid, without regard to the origin of the funds 
vithdrawn” permits refunds to be made from any money remaining in the 
special deposit account whether or not the money collected under the particular 
tract remains in the special deposit account or has been transferred to general 
ul revenues as miscellaneous receipts 


(d) Proceeds from contractors’ sales This subsection recognizes that the 
ontractual provisions authorizing the proceeds of sales of property to be 
redited to price or cost of the work covered by the contract are controlling and 
re not subject to the requirements of the Act relating to covering proceeds into 
he Treasury as miscellaneous receipts. 

(e) Acceptance of strategic and critical material in lieu of cash.—This sub 

ection permits any executive agency to accept on a projected basis strategic or 
ritical material, as determined by the Munitions Board, in lieu of cash, in 
payment of amounts due the Government for rent, interest, or principal install 
ments under leases or sales of surplus property. The price to be allowed in 
omputing the value of the strategic or critical material shall be the prevailing 
market price thereof at the time the cash payment or payments become or 
ecame due. 

(f) Management of credit and security—This subsection makes it clear that 
he Administrator is authorized to administer and manage any credit, lease, or 
permit, and security therefor, taken in connection with the disposition of surplus 
roperty, and authorizes him to enforce, or suitably adjust, or settle the rights 
f the Government with respect thereto, as he considers in the best interests of 
he Government, 
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POLICIES, 





REGULATIONS, AND DELEGATIONS 


Sec. 205. (a) The President may prescribe such a and dire: 
tives, not inconsistent with the provisions of this Act, as he shall 
deem necessary to effectuate the provisions of this Act, which policie 
and directives shall govern the Kaminis rator and executive agencie 
In carrying out thei respective functions hereunder. 

(b) The Comptroller General after considering the needs and 
requirements of the executive agencies shall preser ibe principles and 
standards of accounting for property, cooperate with the Adminis 
trator and with the executive agencies in the deve ‘lopme nt of property 
accounting systems, and approve such systems when deemed to be ade 
quate and in conformity with prescribed principles and standards 
From time to time the General Accounting Office shall examine such 
property accounting systems as are established by the exec utive agen 
cies to determine the extent of compliance with prescribed principles 
and standards and approved systems, and the Comptroller General 
shall report to the Congress any failure to comply with such principle 
ond standards or to adequately account for property. 

(c) The Administrator shall prescribe such re ‘culations as he deems 
necessary to effectuate his functions under this Act, and the head of 
each executive agency shall cause to be issued such orders and direc- 
tives as such head deems necessary to carry out such regulations. 

(d) The Administrator is authorized to delegate and to — 
successive redelegation of any authority tr ansferred to or vested i 
him by this Act (except for the authority to issue regulations on ms i. 
ters of policy having application to executive agencies, the authority 
contained in section 106, and except as otherwise provided in this Act) 
to any official in the General Services Administration or to the head 
of any other Federal agency. 

(e) With respect to any function transferred to or vested in the 
General Services Administration or the Administrator by this Act, 
the Administrator may (1) direct the undertaking of its performance 
by the General Services Administration or by any constituent organi 
zation therein which he may designate or establish; or (2) designate 
and authorize any executive agency to perform such function for 
itself; or (3) designate and authorize any other executive agency to 
perform such function; or (4) provide for such performance by any 
combination of the foregoing methods. Any designation or assign- 
ment of functions or de legation of authority to another executive 
agency under this section shall be made only with the consent of the 
executive agency concerned or upon direction of the President. 

(f) When any executive agency (including the General Services 
Administration and constituent organizations thereof) is authorized 
and directed by the Administrator to carry out any function under 
this Act, the Administrator may, with the approval of the Director 
of the Bureau of the Budget, provide for the transfer of appropriate 
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rsonnel, records, property, and allocated funds of the General 
Services Administration, or of such other executive agency as has 
eretofore carried out such function, to the executive agency so 
thorized and directed. 
g) The Administrator may establish advisory committees to ad- 
e with him with respect to any function transferred to or vested in 
Administrator by this Act. The members thereof shall serve 
thout compensation but shall be entitled to transportation and not 
exceed $25 per diem in lieu of subsistence, as authorized by section 


f the Act of August 2. 1946 (5 U. S. C. 73b-2). for persons so 


rving. 

h) The Administrator shall advise and consult with interested 
ederal agencies with a view to obtaining their advice and assistance 
carrying out the purposes of this Act. 


ANALYSIS 











tion 205. Policies, regulations, and delegations (Sec. 205, 68 Stat. 389, as 
nended by sec. 9, 64 Stat. 591; 40 U. S. C. 486) 


1) Presidential policies By reason of the impact of this legislation upon 
n authorizes the Presi 


} 


igencies in the executive establishment, this subsectic 


t, if he deems it advisable, to prescribe over-all policies and directives which 
ill govern the Administrator of General Services and executive agencies in 
erations under the Act (See the directive of the President dated July 1, 194), 





et forth in Appendix A, and the letter of the President dated July 1, 1949, to all 


xecutive agencies, set forth in Appendix B.) 

b) Property accounting systems This subsection requires the Comptrolle: 
neral, after considering the needs and requirements of executive agencies, to 
escribe principles and standards of accounting for property, to cooperate with 

Administrator of General Services and the executive agencies in developing 

perty accounting systems, to approve satisfactory systems, to examine agency 
ystems to determine the extent of compliance with principles, standards, and 
pproved systems, and to report to the Congress cases of failure to comply there 
ith or adequately to account for property. 

This is more flexible and vests more authority in the operating agencies than 
e recent Independent Offices Appropriations Acts, which prohibit the several 


igencies there named from installing or maintaining any property accounting 
system not prescribed or approved by the Comptroller General. The Congres 
sional intent was that there greatest cooperation between the Comp 


ler General and other agencies in order that operating needs and costs may be 


ly considered. This section applies 
h the exception, as provided in section 602 (c), of corporations and agencies 
subject to the Government Corporation Control Act. (See paragraph 2 of the 

ter of the President to all executive agencies, set forth in Appendix B.) 

(c) Regulations of the Administrator.—This subsection requires the Admin 
strator to prescribe regulations for the effectuation of his functions under the 
Act, and also requires the head of each executive agency to issue such orders and 
lirectives as are necessary to carry out such regulations. 

d) Delegations of authority—Under this subsection the Administrator may 
redelegate his authority, excepting, however, the authority to issue policy regula 
tions, the authority to make reorganizations within the General Services Admin 
stration, and as otherwise provided in the Act (see sec. 307 (b)) 
Designation of other agencies.—So as to provide the greatest use of exist 


ng personnel and facilities within established agencies, this subsection authorizes 


the Administrator to designate other executive agencies to perform various pro- 
curement, utilization, or disposal functions with the proviso that any designa- 
tion or assignment of functions or delegation of authority shall be made only 
with the consent of the agency concerned or upon direction of the President. This 
proviso would not apply to the authority of the Administrator to prescribe regula- 
tions and the duty of agency heads to implement them under subsection (c). 





to all executive departments and agencies, 


wit 


(¢€) 

















706 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


(f) Transfer of personnel and funds When any designation is made by tl 
Administrator of an executive agency to carry out any function under the Act 
the Administrator may, with the approval of the Director of the Bureau of th 
Iudget, provide for the transfer of appropriate personnel, funds, etec., to 
affected executive agency 

(9g) Advisory committees.—This subsection authorizes the Administrator 
establish advisory committees to advise with him in carrying out his function 
Kxperience has demonstrated the value of such committees to Government 
officers where Government programs affect closely business and industry. Spe 
cifie statutory authorization is necessary because of the prohibitions agains 
unauthorized boards and commissions in title 31, United States Code, sectior 
673. Compare also title 5, United States Code, section 838, and title 31, United 
States Code, section 551. Because of the better control over the membershiy 
und activities of these committees which is possible when they are establishe 
pursuant to statute, it was deemed advisable to provide specifically for 
committees even apart from these laws. 

(h) Consultation with other agencies.—This subsection makes it mandato1 
for the Administrator to advise and consult with affected Federal agencies 
carrying out the Act. In Public Law 152 as originally enacted the last word i: 
this subsection was “title,” which was changed to “Act” by section 9 of Publi 
Law 754. Thus the Administrator’s duty to advise and consult was expanded 
from the limited field of title II to the entire Act 


the 


such 
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SURVEYS, STANDARDIZATION AND CATALOGING 


Sec. 206. (a) As he may deem necessary for the effectuation of his 
‘unctions ones this title, and after adequate advance notice to the 
executive agencies affected, and with due regard to the requirements 

f the National Military Establishment as ae by the Secretary 

f Defense, the Administrator is authorized (1) to make surveys of 
Gove property and property mani anand practices and obtain 
reports thereon from executive agencies; (2) to cooperate w ith execu- 

ve agencies in the establishment of reasonable inventory levels for 
property stocked by them and from time to time report any excessive 
stocking to the Congress and to the Director of the Bureau of the 
Budget; (3) to establish and maintain such uniform Federal supply 

italog system as may be appropriate to identify and classify personal 
property under the control of Federal agencies: Provided, That the 
\dministrator and the Secretary of Defense shall coordinate the cata- 
oging activities of the General Services Administration and the 
National Military Establishment so as to avoid unnecessary duplica- 
tion; and (4) to prescribe standardized forms and procedures, except 
such as the Comptroller General is authorized by law to prescribe, and 
standard purchase specifications. 

b) Each Federal agency shall utilize such uniform Federal supply 
atalog system and standardized forms and procedures and re. i 
purchase specifications, except as the Administrator, taking into con- 
sideration efficiency, economy, and other interests of the Government, 
shall otherwise provide. 

(c) The General Accounting Office shall audit all types of property 
.ccounts and transactions at such times and in such manner as deter 
mined by the Comptroller General. Such audit shall be conducted as 
far as practicable at the place or places where the property or records 
of the executive agencies are kept and shall include but not necessarily 
e limited to an evaluation of the effectiveness of internal controls and 
1udits, and a general audit of the discharge of accountability for 
Government-owned or controlled property based upon generally 
.ccepted principles of auditing 


ANALYSIS 


206. Survens, standardization, and cataloging (Sec 

nended by sec. 1 (k), 66 Stat. 593; 40 U. S. C. 487) 

Surveys, supply catalog, and contract forms This subsection authorizes 
the Administrator, after adequate advance notice to the executive agencies af 
fected, and with due regard to the requirements of the Department of Defense 
as determined by the Secretary thereof, to survey Government property and 
property management practices, to cooperate with executive agencies in the 
stablishment of reasonable inventory levels and report excessive stocking to the 
Congress and the Budget Bureau, to establish and maintain a uniform Federal 
suppl catalog system, and to prescribe standardized purchase and contract 

orms, procedures, and specifications 
Making surveys, requiring reports concerning Government property, and 


Stablishing inventory levels, with due regard for the requirements of agen ies 


oncerned, will promote better supply and property management pra‘ 


es, and indeed perforn ca e functio l ri snsable if tl » powers 
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ander sections 201 and 202 are to be effectively exercised. (See paragraph 6 of 
the letter of the President, dated July 1, 1949, to all executive agencies, set 
forth in Appendix B.) The Administrator's reports on excessive stocking wi 
enable the Appropriations Committees and Budget Bureau examiners to make 
suitable reductions in appropriations and estimates. By opinion of July 21, 1949 
the Counsel to the General Services Administration Committee on Policie 
and Procedures held that the authority of the Administrator to make surveys 
of Government property and property management practices is not limited t 
personal property but includes both real and personal with the exceptions 
specified in the definition of the word “property” contained in section 3 of the Act 

The authority to standardize Government purchase and contract forms, pri 
cedures, and specifications has been in effect and in use for many years and is 
demanded by industry to make its relations with Government easier. It is 
confusing and costly, for example, to have a contract with terms, forms, and 
conditions for a supply item with one agency differing in meaning and effect 
from one for the same kind of item with another agency. Existing control over 
the standardization of the Government construction contract forms and leases 
is continued in effect by provision in section 602 (b). 

A uniform Federal supply catalog system, which identifies and classifies 
personal property under the control of Federal agencies, is essential for a well 
managed Federal supply system so that there may be a common supply language 
among all parties to a transaction. The catalog will ultimately mean large 
savings to the Government through reducing inventories of parts and supplies. 
Without such a catalog, identical items are carried in stock under different desig 
nations, swelling inventories to needless size. This cannot be avoided until each 
item is described, classified, and given a number for identification, so that dupli 
cations can be spotted at once. The disposal of surplus Government personal 
property will thus likewise be speeded. 

This subsection provided for coordination of the cataloging activities of the 
General Services Administration and the Department of Defense so as to avoid 
unnecessary duplication, and made it clear that that Department and the Ad 
ministrator of General Services were to continue to cooperate toward the de 
velopment of a Federal catalog system. See paragraph 2 of the directive of the 
President dated July 1, 1949, set forth in Appendix A. There should also be noted 
Public Law 4386, 82d Congress, approved July 1, 1952, 66 Stat. 318, the Defense 
Cataloging and Standardization Act, entitled “An Act To provide for an eco- 
nomical, efficient, and effective supply management organization within the De- 
partment of Defense through the establishment of a single supply cataloging 
system, the standardization of supplies and the more efficient use of supply test- 
ing, inspection, packaging, and acceptance facilities and services”. By this law 
there was established within the Department of Defense the Defense Supply 
Management Agency, charged with the duty of developing a single catalog system 
and related supply standardization program for the Department of Defense 
Section 11 of this Act reads as follows: 


“The Administrator of General Services and the Secretary of Defense 
shall coordinate the cataloging and standardization activities of the Gen 
eral Services Administration and the Department of Defense so as to avoid 
unnecessary duplication.” 


(b) Catalog, forms, and specifications mandatory.—Due to the savings result- 
ing from common use of the uniform supply catalog system, and of standardized 
forms and procedures, and of standard purchase specifications, this subsection 
requires Federal agencies to use them, when prescribed by the Administrator, 
except as he shall otherwise provide. The words “and standardized forms and 
procedures” appearing after ‘‘system” in this subsection were inserted by sub- 
section (kK) of section 1 of Public Law 522, 82d Congress, approved July 12, 1952. 
‘The insertion of these words was a perfecting amendment to clarify the authority 
under sections 205 and 206 (a) to prescribe standardized forms and procedures 
(except such as the Comptroller General is authorized to prescribe) for executive 
agencies. 

(c) Audit of property accounts.—This subsection requires the General Account- 
ing Office to audit all types of property accounts and transactions, such audit to 
be conducted when practicable at the site of the property or where records of the 
executive agencies are kept, and include but not be limited to an evaluation of 
the effectiveness of internal controls and audits, and a general audit of the 
discharge of the duty to account for property. (See section 602 (c) of the Act, 


and paragraph 2 of the letter of the President to all executive agencies, set forth 
in Appendix B.) 
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APPLICABILITY OF ANTITRUST LAWS 
SEC, 207. Whenever any executive agency shall begin negotiations 


r the disposition to private interests of a plant or plants, or other 


operty, which cost the Government $1,000,000 or more, or of patents, 


ocesses, techniques, or inventions, irrespective of cost, the executive 
gency shall promptly notify the Atterney General of the proposed 
lisposal and the probable terms or conditions thereof. Within 


al 
isonable time, 


in no event to exceed sixty days after receiving such 
otification, the Attorney General shall advise the Administrator and 


he interested executive agency whether, insofar as he can determine, 


e proposed disposition would tend to create or maintain a situation 
consistent with the antitrust laws. Upon the request of the At- 
rney General, the Administrator or interested executive agency shall 
imnish or cause to be furnished such information as it may possess 
hich the Attorney General determines to be appropriate or necessary 
» enable him to give the advice called for by this section or to deter 

ine whether any other disposition or propos sed disposition of surplus 
property violates the antitrust laws. Nothing in this Act shall im- 
ur, amend, or modify the antitrust laws or limit and prevent their 
ipplication to persons who buy or otherwise acquire property under 
ie provisions of this Act. As used in this section the term “antitrust 
iws” includes the Act of July 2, 1890 (ch. 647, 26 Stat. 209), as 
unended; the Act of October 15, 1914 (ch. 323, 38 Stat. 


OL0, 


as 
as 
Ls04 


730), 
mended; the Federal Trade Commission Act (38 Stat. 717), 
id 27 


ended; and sections and 74 of the Act of August 
28 Stat. 570), as amended. 


5 


ANALYSIS 


Section 207. Applicability of antitrust laws (Sec. 207, 63 Stat. 391; 40 | 
4S) 


This section requires any executive agency in beginning negotiations for the 
lisposal of any plant or other property costing $1,000,000 or more, or of patents 
rrocesses, etc., irrespective of cost, to seek advice of the Attorney General, and 
shall be the duty of the Attorney General to advise the executive agency 
vhether the proposed disposition of the property would tend to create 
tain a situation inconsistent with the antitrust laws rhe executive agency 
ist assist the Attorney General by furnishing him any information it may 
possess appropriate or necessary to the Attorney General's determination. This 
tion also provides that nothing the act shall modify or limit the applicabilit 


property under the provisions of 


or matin 


» antitrust laws to perso! 


In one respect t} ilar provision in the Surplus 
Property Act on 207 requires a determina 
tion by the Attorney ‘ \ } roposed lisposal would tend t 
reate or maintain a situation in isistent wit! 1e antitru laws, while under 
the Surplus Property Act $ t leter I 


‘ther the proposed 
lisposition would violate tl 
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EMPLOYMENT OF PERSONNEL 






Src. 208. ) The Administrator is authorized, subject to the civil 


service and classification laws, to appoint and fix the compensation of 
such personnel as may be necessary to carry out the provisions of titles 
I, 11, II, V, and VI of this Act. 

(b) To such extent as he finds necessary to carry out the provisions 
of titles I, 11, III, V, and VI of this Act, the Administrator is on ye 
uuthorized to procure the temporary (not in excess of one year) « 
intermittent services of experts or consultants or organizations the weet. 
including stenographic reporting services, by contract or appointment 
and in such cases such service shall be without regard to the civil 
service and classification laws, and, except in the case of stenographi 
re porting services by organizat ions, W ithout reg 
Revised Statutes, as amended (41 U. 5.C..8). 

(c) Notwithstanding the provisions of section 1222 of the Revised 
Statutes (10 U. S. C. 576) or of any other provision of law, the 
Administrator in carrying out the functions imposed upon him by this 
Act is authorized to utilize in his agency the services of officials, 
officers, and other personnel in other executive agencies, including 
personnel of the armed services, with the consent of the head of the 
agency concerned 














rard to section 3709 











ANALYSIS 









Section 208. Employment of personnel (Sec. 208, 63 Stat. 391 
sec. 7 (b) (c), 64 Stat. 590; 5 U.S. C. 680h) 
(a) Civil-service laws 


, as amended by 





Employment of personnel is required by this subsectior 
to be subject to the civil-service and classification laws. In Public Law 152 us 
originally enacted the final words of this subsection read: “titles I, II, III, and \ 
of this Act’. Section 7 (b) of Public Law 754 amended the text to read as 
above—a perfecting amendment necessary to the insertion by Public Law 754 
of the new title V in Public Law 152. 

(b) Consultants.—As an exception to the foregoing, this subsection grants 
to the Administrator limited authority to procure the temporary service of experts 
and consultants. In Public Law 152 as originally enacted the reference 
was to “titles I, II, III, and V”. Section 7 (c) of Public Law 754 
text to read as above, 
section 208 (a). 

(c) Officers of other agencies.—The principal purpose of this subsection is 
to authorize the Administrator to utilize commissioned officers in the armed 
services with the consent of the head of the agency concerned. 











here 
amended the 
for the reason stated in the preceding discussion under 
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CIVIL REMEDIES AND PENALTIES 


Sec. 209. (a) Where any property is transferred or disposed of 
iccordance with this Act and any regulations prescribed hereunder, 
o officer or employee of the Government shall (1) be liable with 
espect to such transfer or disposition except for his own fraud, or (2) 
e accountable for the collection of any purchase price for such prop- 
rty which is determined to be uncollectible by the Federal agency 
responsible therefor. 

(b) Every person who shall use or engage in, or cause to be used o1 
ngaged in, or enter into an agreement, combination, or conspiracy to 
ise or engage in or to cause to be used or engaged in, any fraudulent 
trick, scheme, or device, for the purpose of securing or —— ol 
iding to secure or obtain, for any person any payment, property, or 
other benefits from the United States or any I eder: 7 anes in con- 
ection with the procurement, transfer, or disposition of property 
ereunder— 

(1) shall pay to the United States the sum of $2,000 for each 
such act, and double the amount of any damage which the United 
States may have sustained by reason thereof, together with the 
cost of suit; or 

(2) shall, if the United States shall so elect, pay to the United 
States, as liquidated damages, a sum equal to twice the considera 
tion agreed to be given by the United States or any Federal agency 
to such person or by such person to the United States or any 
Federal agency, as the case may be; or 

(3) shall, if the United States shall so elect. restore to the 
United States the money or property thus secured and obtained 
and the United States shall retain as liquidated damages any 
property, money, or other consideration given to the United States 
or any Federal agency for such money or property, as the case 
may be. 

(c) The several district courts of the United States, the District 
Court of the United States for the D strict of Columbia, and the 
several district courts of the Territories and possessions of the United 
States, within whose jurisdictional limits the person, or persons, doing 

r committing such act, or any one of them, resides or shall be found, 
shall wheresoever such act may have been done or committed, have 
full power and jurisdiction to hear, try, and determine such suit, and 
such person or persons as are not inhi ibitants of or found within the 

district in which suit is brought may be brought in by order of the 
court to be served personally or by publication or in such other 
reasonable manner as the court may direct 
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(d) The civil remedies provided in this section shall be in additio 
to all other criminal penalties and civil remedies provided by law. 


ee ne RR A A ES 


ANALYSIS 


Section 209. Civil remedies and penalties (Sec. 209, 63 Stat. 392; 40 U. S 
489) 

(a) Liability of Government employees.—This subsection exempts officers an 
employees of the Government disposing of property under this act from liabilit 
with respect to such disposition, except for their own fraud, and from liabilit 
for the collection of any purchase price determined to be uncollectible Th 
provision is necessary because of the wide discretion which must be permitte: 
persons charged with disposition under circumstances calling for swift actior 
and the tremendous volume of property covered by the Act 

(b) Civil penalties for fraud.—This subsection deals with the civil liability « 
persons who engage in fraudulent activities for obtaining any payment, propert 
or other benefit from the United States in connection with procurement, transfe 
or disposition of property. The United States is given the following options 

1. Any person engaged in such activities can be sued for the sum of $2,00 
for each such act, plus twice the amount of the damage sustained by th« 
United States, plus the cost of suit 

2. The United States may recover from such person as liquidated damag 

twice the consideration agreed to be given by the United States to sucl 

person or by such person to the United States. 

3. The United States may keep the property acquired by reason of the 
above-described fraud, plus the consideration given to it for that property 

(c) Jurisdiction This subsection confers jurisdiction on the courts as spec 
fied therein to hear, try, and determine the suits provided for in subsection (b) 

(d) Civil remedies additional This subsection states that the civil remedies 
provided for in section 209 shall be in addition to all other criminal penalties 
and civil remedies provided by law. 
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OPERATION OF BUILDINGS AND RELATED ACTIVITIES 


Sec. 210. (a) Whenever and to the extent that the Administrator 
as been or hereafter may be authorized by any provision of law other 
ian this subsection to maintain, operate, and protect any building, 
property, or grounds situated in or outside the District of Columbia, 
ncluding the construction, repair, preservation, demolition, furnish 
ng, and equipment thereof, he is authorized in the discharge of the 
luties so conferred upon him— 

(1) to purchase, repair, and clean uniforms for civilian emp ef 
ees of the General Services Administration who are required | 
law or regulation to wear uniform clothing; 

(2) to furnish arms and ammunition for the protection force 
maleated by the General Services Administration ; 

(3) to pay ground rent for buildings owned by the United 
States or occupied by Federal agencies, and to pay such rent in 
advance when required by law or when the Administrator shall 
determine such action to be in the public interest ; 

(4) to employ and pay personnel employed in connection with 
the functions of operation, maintenance, and protection of prop 
erty at such per diem rates as may be approved by the Admin 
trator, not exceeding rates currently paid by private industry for 
similar services in the place where such services are performed ; 

(5) without regard to the provisions of section 322 of the Act 
of June 30, 1932 (47 Stat. 412), as amended, to pay rental, and 
to make repairs, alterations, and improvements under the terms of 
any lease entered into by, or transferred to, the General Services 
Administration for the aie of any Federal agency which on 
June 30, 1950, was specifically exempted by law from the require 
ments of said section ; 

(6) to obtain payments, through advances or otherwise, for 
services, space, quarters, maintenance, repair, or other facilities 
furnished, on a reimbursable basis, to any other Federal agency, 
or any mixed-ownership corporation (as defined in the Govern 
ment Corporation Control Act), or the District of Columbia, and 
to credit such payments to the applicable appropriation of the 
General Services Administration ; 

(7) to make changes in, maintain, and repair the pneumatic 
tube system connecting buildings owned by the United States or 
occupied by Federal agencies in New York City installed under 
franchise of the city of New York, approved June 29, 1909, and 
June 11, 1928, and to make payments of any obligations arising 
thereunder in accordance with the provisions of the Acts approved 
August 5, 1909 (36 Stat. 120), and May 15, 1928 (45 Stat. 533) ; 

(8) to repair, alter, and improve rented premises, without 
regard to the 25 per centum limitation of section 322 of the Act of 
June 30, 1932 (47 Stat. 412), as amended, upon a determination 
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by the Administrator that by reason of circumstances set forth i 
such determination the execution of such work, without referenc: 
to such limitation, is advantageous to the Government in terms of 
economy, efficiency, or national security: Provided, That such 
determination shall show that the total cost (rentals, repairs, 
alterations, and improvements) to the Government for the ex- 
pected life of the lease shall be less than the cost of alternative 
space which needs no such repairs, alterations, or improvements. 
A copy of every such determination so made shall be furnished to 
the General Accounting Office ; 

(9) to pay sums in heu of taxes on real property declared su 
plus by Government corporations, pursuant to the Surplus Prop 
erty Act of 1944, where legal title to such property remains in any 
such Government corporation ; 

(10) to furnish utilities and other services where such utilitic 
and other services are not provided from other sources to persons, 
firms, or corporations occupying or utilizing plants or portions of 
plants which constitute (A) a part of the National Industrial 
Reserve pursuant to the National Industrial Reserve Act of 1948, 
or (B) surplus real property, and to credit the amounts received 
therefrom to the applicable appropriation of the General Services 
Administration ; 

(11) at the direction of the Secretary of Defense, to use pro 
ceeds received from insurance against damage to properties of the 
National Industrial Reserve for repair or restoration of the dam 
aged properties; and 

(12) to acquire, by purchase, condemnation, or otherwise, rea] 
estate and interests therein. 

(b) At the request of any Federal agency or any mixed-ownership 
corporation (as defined in the Government Corporation Control Act), 
or the District of Columbia, the Administrator is hereby authorized 
to operate, maintain, and protect any building owned by the United 
States (or, in the case of any wholly owned or mixed-ownership Gov 
ernment corporation, by such corporation) and occupied by the agency 
or instrumentality making such request. 

(c) At the request of any Federal agency or any mixed-ownership 
corporation (as defined in the Government Corporation Control Act), 
or the District of Columbia, the Administrator is hereby authorized 
(1) to acquire land for buildings and projects authorized by the 
Congress; (2) to make or cause to be made, under contract or other 
wise, surveys and test borings and to prepare plans and specifications 
for such buildings and projects prior to the approval by the Attorney 
General of the title to the sites thereof; and (3) to contract for, and 
to supervise, the construction and development and the equipping 
of such buildings or projects. Any sum available to any such Fed 
eral agency or instruments ality for any such building or project may 
be transferred by such agency to the General Services Administration 
in advance for such purposes as the Administrator shall determine 
to be necessary, including the payment of salaries and expenses of 
personnel engaged in the preparation of plans and specifications o1 
in field supervision, and for general oflice expenses to be incurred 
in the rendition of any such service. 

(d) Whenever the Director of the Bureau of the Budget shall 
determine such action to be in the interest of economy or efficiency 
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ill transfer to the Administrator all functions then vested in any 
ther Federal agency with respect to the operation, maintenance, and 
istody of any office building owned by the United States or any 
wholly owned Government corporation, or any office building or part 

thereof occupied by any Federal agency under any lease, except that 

no transfer shall be made under this subsection— 

(1) of any post-office building unless the Director shall first 
determine that such building is not used predominantly for post- 
office purposes, and functions which are transferred hereunder to 
the Administrator with respect to any post-office building may be 
delegated by him only to another officer or ernployee of the General 
Services Administration or to the Postmaster General ; 

(2) of any building located in any foreign country ; 

(3) of any building located on the grounds of any fort, « camp, 
post, arsenal, navy yard, naval training station, airfield, proving 
ground, military supply depot, or school, or of any similar facility 
of the De :partment of Defense, unless and to such extent as a permit 
for its use by another agency or agencies shall have been issued by 
the Secretary of Defense or his duly authorized representative ; 

(4) of any building which the Director of the Bureau of the 
Budget finds to be a part of a group of buildings which are (A) 
located in the same vic inity, (B) utilized wholly or predominantly 
for the special purposes of the agency having custody thereof, and 
(C) not generally suitable for the use of other agencies; or 

(5) of the Treasury Building, the Bureau of Engraving and 
Printing Building, the buildings occupied by the National Bureau 
of Standards, and the buildings under the jurisdiction of the 

regents of the Smithsonian Institution. 

(e) Notwithstanding any other provision of law, the Adminis 
trator is authorized, in accordance with policies and directives pre- 
scribed by the President under section 205 (a) and after consultation 
with the heads of the executive agencies affected, to assign and reassign 
space of all executive agenc ies in Government-owned and leased build- 
ings in and outside the District of Columbia upon a determination by 
the Administrator that such assignment or reassignment is advan 
tageous to the Government in terms of economy, efficiency, or national 
security. 

(f) There may be established by the Secretary of the Treasury, on 
such date during the fiscal year 1953 as may be determined by the 
Administrator, a Buildings Management Fund, which shall be avail- 
able, without fiscal year limitation, for expenses necessary for build 
ings management operations and related services, authorized by law 
to be performed by the General Services Administration. Accounting 
for the fund shall be maintained on the accrual method and financial 
reports shall be prepared on the basis of such accounting. There is 
authorized to be appropriated to said fund such sums as may be 

required, but not to exceed the amount of $10,000,000, and any stocks 
of supplies and any equipment, available for buildings management 
functions of the General Services Administration, on hand, or on 
order, on the date of establishment of said fund, shall also be used to 
capitalize the fund: Pxovided, That said fund shall be credited with 
(1) annual advances for nonrecurring expenses, quarterly advances 
for other expenses, and reimbursements from available appropria 
tions and funds of the General Services Administration and of any 
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other agency, person, or organization to which services, space, quar 
ke rs, maintenance, repair, or other facilities are furnished, at rates to 
be determined by the Administrator on the basis of estims ted or actual 
costs (including accrued leave, and maintenance, repair, and, wher: 
applicable, depreciation of equipment) and (2) all other reimburse 
ments, and refunds or recoveries resulting from operations of the 
fund, including the net proceeds of disposal of excess or surplus per 

sonal property and receipts from carriers and others for loss of, or 
damage to property: Provided further, That following the close of 
each fiscal year any net income, after making provision for prior yea1 
losses, if any, shall be covered into the Treasury of the United States 

as miscellaneous receipts: Provided further, That said fund shall not 
be available for expenses of carrying out the provisions of the Act of 
June 24, 1948 (62 Stat. 644), or section 5 of the Act of May 25, 1926, 
as amended (40 U.S. C. 345), and shall not be credited with receipts 
from operations under said provisions of law, or (except as provided 
in this section for the net proceeds of disposal of excess or sur'plus 
property and receipts from loss or damage to property) with any 


receipts required by any other law to be “credited to miscellaneous 
receipts of the Treasury. 


ANALYSIS 


Section 210. Operation of buildings and related activities (As added by sec. 5 (c), 
64 Stat. 580, and as amended by sec. 1 (1), 66 Stat. 594; 40 U. S. C. 490) 

Subsections (a) to (e), inclusive, of section 210 were inserted in Public Law 
152 by section 5 of Public Law 754. Subsection (f) was added by section 1 (1) 
of Publie Law 522. 

(a) Maintenance, operation, and protection of buildings, property, and 
grounds.—This subsection is intended primarily to incorporate into the Act cer 
tain substantive provisions of law which for many years past have been included 
in annual appropriation acts relating to the maintenance, operation, and pro 
tection of public buildings, property, or grounds situated in or outside the District 
of Columbia, including the construction, repair, preservation, furnishing, and 
equipment thereof. 

Paragraph 1 of this subsection authorizes the purchase, repair, and cleaning 
of uniforms for civilian employees of the General Services Administration who 
are required by law or regulations to wear uniform clothing. Substantially 
similar authority has been included in the Independent Offices Appropriations 
Act each year since 1928. 

Paragraph 2 authorizes the furnishing of arms and ammunition for the protec- 
tion force maintained by General Services Administration. This authority has 
also been contained in the Independent Offices Appropriation Acts for many 
years. 

Paragraph 3 authorizes the payment of ground rent for buildings owned by 
the United States or occupied by Federal agencies and permits the payment of 
such rent in advance when required by law or when the Administrator deter- 
mines such action to be in the public interest. Somewhat similar authority has 
heen included in the past in the Independent Offices Appropriation Acts with 
respect to the payment of ground rent in advance at specific locations. One of 
these involved the payment of ground rent to an Indian tribe where a treaty 
with the United States required the payment of such rent in advance. The 
broadened authority contained in paragraph 3 will enable the Administrator to 
take advantage of any offered economies which may be effected through the pay 
met of rent in advance rather than at the end of each rental period. 

Paragraph 4 relates to the payment of per diem rates to personnel employed 
in connection with the functions of operation, maintenance, and protection of 
property. Such rates may not exceed rates currently paid by private industry 
for similar services in the place where such services are performed. As in the 
preceding paragraphs, substantially similar authority has been included in the 
annual Independent Offices Appropriation Acts. This paragraph is intended 
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marily to meet emergency situations where it is necessary to have personnel 


brief periods of time to repair damage, or to perform other work, where the 
igencies of the situation will not permit resort to the Civil Service Commission 
sters or to the performance of the work by contract. 

Paragraph 5 exempts from the 15 percent rental provision and the 25 percent 

teration, repair and improvement limitation imposed by section 322 of the Act 

June 30, 1932, commonly known as the Economy Act, leases entered into by or 

nsferred to the General Services Administration for the housing of any 
Federal agency which, on June 30, 1950, was specifically exempted by law from 
he requirements of such section. An example is found in the leases entered 

to by the Veterans’ Administration which, under a specific act, were prior 

July 1, 1950, exempted from such requirements. Under Reorganization Plan 

18 of 1950 (64 Stat. 1270; 5 U. S. C. 133z—15, note) some of these leases have 
en transferred to General Services Administration. The additional authority 
ntained in paragraph 5 is necessary, therefore, to preserve the status quo and 
permit operations under the leases which, in a number of instances, are more 
ivantageous to the Government than would be new leases made subject to the 
quirements of the Economy Act. 

Paragraph 6 authorizes the General Services Administration to obtain pay 

ent, through advances or otherwise, for services, space, quarters, maintenance, 
epair, or other facilities furnished on a reimbursable basis to any other Fed 
ral agency or any mixed-ownership corporation or the District of Columbia 

d to credit such payments to the applicable appropriations of the General 
Services Administration. As in the preceding paragraphs, substantially the 
ime authority has been contained in Independent Offices Appropriation Acts 
for prior years. Paragraph 6 broadens the authority to include any wholly owned 
r mixed-ownership corporation. Frequently, when requested to perform such 
services or to render other assistance provided for in the paragraph, General 
Services Administration does not have funds available for the purpose but the 
equesting agency does. Therefore, the authority is necessary in order that 
he General Services Administration may perform the function Thereafter, 
f the assistance requested is of a continuing nature, the General Services Admin 
stration requests that the necessary funds be included in its budget 

In paragraph 7 provision is made for the maintenance and repair of, and the 
payment of any obligations arising in connection with the pneumatic tube system 
onnecting buildings owned by the United States or occupied by Federal agen 
cies in New York City. As in the preceding paragraphs, substantially Similar 

ithority has beer included in the annual appropriation acts for many yeurs 
Under the franchises pursuant to which the system was installed and under 
which it is maintained, operated, and extended there are certain obligations 
yn the part of the Government Since this system is essential to Governmental 

ctivities in New York City and will continue to be necessary, it is desirable 
that its operation, maintenance, and extension pursuant to the franchises 
be sanctioned by permanent law. 

Paragraph 8 is new insofar as General Services Administration is concerned 
but is essential to enable the Administration to utilize to the fullest extent 
leased premises. It would exempt from the 25-percent limitation of section 522 
of the Act of June 30, 1932, commonly known as the Economy Act, as amenice 
the repair, alteration, and improvement of rented premises where the Adminis 
trator determines that the execution of such work, without reference to such 
limitation, is advantageous to the Government in terms of economy, efficiency, 
or national security. It is believed that the paragraph will promote economies 
and security and that it is surrounded by sufficient safeguards to prevent its 
abuse. 

Paragraph 9 authorizes the payment of sums in lieu of taxes on real property de 
clared surplus by Government corporations pursuant to the Surplus Property 
Act of 1944, where legal title to such property remains in any such Government 
corporation. As in the case of many of the preceding paragraphs, substantially 
similar authority exists in appropriation acts relating to the former War Assets 
Administration, the functions of which are now vested in the General Services 
Administration. When real property owned by a Government corporation, such 
as RFC, is declared surplus legal title remains in the corporation unless it is con 
veyed to the United States or sold to outside interests. It has been the practice i 
the past for Government corporations to pay sums in lieu of taxes on real prop 
erty, title to which rests in them as distinguished from the United States. It was 
believed advisable to continue this authority insofar as the inventory of property 
declared surplus under the provisions of the Surplus Property Act of 1944 is 
concerned at least until such time as title to the property vests in the United 
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States. It should be pointed out that this authority applies only to real property 
declared surplus under the Surplus Property Act of 1944, which, with certain 
inapplicable provisions, was repealed effective as of June 30, 1949. This means 
that the authority would not extend to any properties declared excess or surplus 
on or after July 1, 1949. 

Paragraph 10 is another reenactment of substantive law now appearing in ap 
propriation acts. It authorizes the Administrator to furnish utilities and other 
services to persons, firms, or corporations occupying or utilizing plants or por 
tions of plants which constitute a part of the national industrial reserve pursuant 
to the National Industrial Reserve Act of 1948 or other surplus real property 
These plants usually are very large and subject to the national security clause 
They usually contain such features as a central heating plant and sometimes 
have their own facilities for furnishing electric power. 
have their own sewage and water facilities. In a number of instances they are 
leased on the basis of multiple occupancy. For this reason, it is frequently im 
practicable to have the individual tenants install their own utility services. It 
is therefore often to the advantage of the Government, from the standpoint of 
increased revenue or from the benefits to be secured in the way of maintenance 
and protection, to have the Government furnish the utility service on a reim 
bursable basis. The National Industrial Reserve Act of 1948 apparently contem 
plates that the program authorized thereby will be as self-sustaining as possible 
thereby limiting the appropriations which the Congress is required to make. Sub 
stantially similar authority to that contained in (A) is presently embraced in 
annual appropriation acts as is the proviso of (B) permitting the crediting of 
the amounts received in payment for such utilities to the applicable appropriation 
of the General Services Administration. This paragraph will not permit the 
Government to compete with private enterprise in communication or other util 
ity service because the authority may not be exercised where the services are 
actually being provided by private suppliers. 

Paragraph 11 permits the Secretary of Defense to direct the use of proceeds 
received by the United States from insurance against damage to properties in 
the National Industrial Reserve, for the repair or restoration of the damaged 
properties. Frequently plants in the National Industrial Reserve are leased with 
the requirement that certain types of insurance be maintained by the lessee for 
the benefit of the United States. As previously stated, it is believed that the Con- 
gress in enacting the National Industrial Reserve Act of 1948 intended that the 
program authorized thereby should be as self-sustaining as possible. However, 
the Comptroller General ruled otherwise with respect to insurance proceeds, 
so that proceeds were being deposited into the Treasury as miscellaneous re 
ceipts and were, therefore, unavailable for the repair of damage. It is believed 
to be to the advantage of the Government to have the proceeds of such insurance 
available for restoration of damage. 

Paragraph 12 is not new and may be found in a more limited form in other 
permanent legislation. It was considered advisable to broaden and define more 
clearly the authority of the Administrator to acquire land or interests therein 
when authorized by subsequent acts of the Congress. 
















They also sometimes 




















































































































The provision will help in 
obtaining more effective utilization of plants in the National Industrial Reserve 
and other surplus industrial facilities. 











(b) Operation by Administrator of buildings at request of other organiza- 
tions.—This subsection may be considered as an extension of the provisions 
of the Economy Act of 1982. It authorizes the Administrator, at the request 
of any Federal agency, or any mixed-ownership corporation, or the District of 
Columbia, to operate, maintain, and protect any building owned by the United 
States, or by a wholly owned or mixed-ownership Government corporation, and 
occupied by the agency or instrumentality making such request. An example 
of the need for a provision such as this was the request that the General 
Services Administration take over the operation, maintenance, and protection 
of the building or buildings now housing the United States District Court for the 
District of Columbia. Not less than four instrumentalities of the Government 
were performing these functions, with the result that considerable confusion 
existed. This provision clarifies the authority of General Services Administra- 
tion under the Economy Act and likewise includes wholly owned and mixed 


















































ownership corporations and the District of Columbia, which are not covered by 
the Economy Act. 
(c) Acquisition of land and construction of buildings by Administrator at 





request of other organizations.—This subsection may also be considered as an 





extension of the Economy Act as well as the provisions of the act of June 25 
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10 (40 U. 8. C. 265), as amended. It also applies to wholly owned and mixed 
ynership corporations and to the District of Columbia, which the Economy 
Act and the Act of June 25, 1910, do not. In the past, there have been instances 
ere the Congress has appropriated funds for the acquisition of land and the 
struction of buildings to agencies other than the General Services Adminis 
ition, With the proviso that all of such appropriated funds necessary for the 
quisition of sites and the construction of buildings shall be transferred to the 
eral Services Administration. These provisions have been included in ap- 
opriation acts. The enactment of this subsection as permanent legislation 
ill eliminate the necessity for inclusion of such provisions in appropriation 














d) Transfer to Administrator of operation, maintenance, and custody of 
fice buildings Enactment of this subsection was necessary to remedy a con 
lition existing in Reorganization Plan No. 18 of 1950 (64 Stat. 1270; 5 U. S.C. 
33z-15, note). Section 2 of that plan transferred all functions with respect to 
he operation, maintenance, and custody of the office buildings owned by the Gov 

ment and of office buildings or parts thereof acquired by lease, with certain 
ecified exceptions, from the respective agencies in which then vested, to the 
Administrator of General Services. The provisions of the plan took effect on 
July 1, 1950. Under one interpretation of section 2 of the plan, the transfer of 
inctions is not continuing, but is a so-called one-shot proposition. This sub- 

tion directs the Director of the Bureau of the Budget, whenever he determines 
such action to be in the interest of economy and efficiency, to transfer to the 
Administrator all functions vested in any other Federal agency with respect to 
the operation, maintenance, and custody of any office building owned by the 
United States, or any wholly owned Government corporation or any office build- 
ng or part thereof occupied by any Federal agency under any lease, with certain 
specified exceptions. The enactment of this legislation granting continuing 
ower to the Director of the Bureau of the Budget will permit flexibility and 
eet future changing conditions. (Adjustment in the compensation of certain 
employees transferred from the field service of the Post Office Department to the 
General Services Administration pursuant to Reorganization Plan No. 18 of 
1950 was provided for by Public Law 541, 82d Congress, approved July 14, 
1952, 66 Stat. 630.) 

(ce) Assignment and reassignment by Administrator of space of erecutive 
rencies in buildings—This subsection authorizes the Administrator, notwith 
standing any other provision of law, but in accordance with policies and direc 
tives prescribed by the President under section 205 (a) and after consultation 
with the heads of the executive agencies affected, to assign and reassign space 

all executive agencies in Government-owned and leased buildings in and out 
side the District of Columbia upon a determination by the Administrator that 
such assignment or reassignment is advantageous to the Government in terms of 
onomy, efficiency, or national security 

(f) Buildings Management Fund.—This subsection, providing for the estab 
shment of a Buildings Management Fund to be operated on a revolving basis, 
vas added by subsection (1) of section 1 of Public Law 522, 82d Congress, ap 
proved July 12, 1952. 

The Publie Buildings Service of the General Services Administration had, for 

any years, performed certain buildings management services for other Federal 
gencies on a reitnbursable basis The services rendered consist of two types 

e., nonrecurring and recurring. A typical example of nonrecurring service 
rendered by the General Services Administration to another Federal agency is 
naking building alterations to suit the convenience of the tenant-agency. An 
example of the recurring type of service furnished is the Administration’s op 
eration of Nation-wide teletypewriter service for the use of Government agencies 
It is estimated that during fiscal year 1953 GSA will provide services reim 

irsable from funds of other agencies to the extent of $40,000,000 

There has been a trend in Government financing toward the establishment of 


working capital funds for those Government operations which are business 












































type by nature Experience has shown that where one agency provides services 













; others subject to reimbursement of actual or estimated costs thereof, both 
operations and accounting therefor are facilitated by the use of a rking capital 
fund. Recent examples of legislative recognition of this fact have been the es 
tablishment of working capital funds for the Bureau of Engraving and Printing 

i the Bi of Standards to finance the reimbursable services performed by 
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Financing all buildings management operations from one fund will simplify 
the administrative processes of estimating and justifying future fund require. 
ments for such purposes and will present financial requirements for these op- 
erations in one place in the budget document. This, of course, will make less 
burdensome the review of estimates for these purposes by the Congress. 

The accounting and reporting processes will be simplified and conducted mors 
economically since the number of accounts can be reduced with buildings man- 
agement operations being initially financed from one fund. Reduction in the 
number of accounts produces the byproduct of more economical and effective 
reporting silling other agencies for service rendered will also be simplifie: 
inasmuch as service rates can be established on the basis, in part, of historica 
costs accumulated in one set of buildings management cost accounts. 

Prior to enactment of this subsection, reimbursable buildings management 
services were financed from the annual operating appropriation to the Genera 
Services Administration. This method of financing caused difficulties near the 
end of each fiscal year due to the fact that there was an unavoidable time lag 
between the date a service was rendered and paid for by the General Services 
Administration and the date on which the agency served reimbursed the Ad 
ministration. This situation operated against prompt payments to lessors 
vendors, and contractors near the end of each year. 

Accounting for the Fund shall be maintained on the accrual method, an 
financial reports reflecting the status and condition of the Fund shall be pre 
pared on the basis of such accounting. A ceiling of $10,000,000 is placed on 
amounts authorized to be appropriated to the Fund, and, in accordance with 
the standard accounting practices of private industry, supplies and equipment 
available for the operation, maintenance, and repair of buildings by the Genera) 
Services Administration on hand, or on order on the date of establishment of the 
Fund, are also to be used to capitalize the Fund. Any appropriation of funds 
must be justified by submission of estimates to the Bureau of the Budget and 
the Appropriations Committees as provided by existing general law. Under the 
subsection, however, the Fund can be established and put in operation, on a 
modest basis, by capitalizing supplies and equipment and by transfers by way 
of advances from existing appropriations. 






































































































































The principal purpose served by the first proviso in this subsection is to permit 
the crediting of advances to the working-capital fund. Such permission will 
reduce the amount of appropriated capital which will be required to operate 
such fund. In other words, day-to-day working capital requirements can be 
partially met by obtaining cash—from at least the larger service-using agencies- 
prior to rendering and paying for such services by the General Services 
Administration. 





























The second proviso requires the transfer of net income of each year, if any, 
to the general fund of the Treasury. While the General Services Administration 
is a matter of policy would attempt to charge service-using agencies in amounts 
which would exactly cover the cost of services performed, the results of any 
miscalculations in this regard could never benefit the Administration. 

The third proviso (1) continues the use of a special fund created by the 
Congress (62 Stat. 644) for both collections and expenditures in connection with 
the lease of Government-owned space to commercial concerns in the Lafayette 
Building in the District of Columbia, (2) continues the use of a special fund 
created by the Congress (40 U. 8S. C. 345) for both collections and expenditures 
in connection with buildings sites acquired by the Administration for con 
struction purposes where construction is not immediately started after ac- 
quisition of the site and the site is leased by the Administration to others for 
income-producing purposes, and (3) continues the requirement of depositing in 
the general fund of the Treasury any receipts from activities which by operation 
of other law must be so deposited (for example, proceeds from pay telephone 
stations in Government buildings). 
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MOTOR VEHICLE IDENTIFICATION 


Sec. 211. Under regulations prescribed by the Administrator, every 
iotor vehicle acquired and used for official purposes within the United 
States, its Territories, or possessions, by any Federal agency or 
1e District of Columbia shall be conspicuously identified by showing 
thereon either (a) the full name of the department, establishment, 
orporation, or agency by which it is used and the service in which 
is used, or (b) a title descriptive of the service in which it is used 
such title readily identifies the department, establishment, corpo- 
ration, or agency concerned, and the legend “For official use only”: 
Provided, That the regulations issued pursuant to this section may 
provide for exemptions from the requirement of this section when 
onspicuous identification would interfere with the purpose for which 
a vehicle is acquired and used. 


ANALYSIS 


Section 211. Identification of Government motor vehicles (as added by sec. 5 (c), 
64 Stat. 580; 40 U. S. C. 491) 

This section was inserted in Public Law 152 by section 5 of Public Law 754 
he purpose of the provision is to extend to the field service of Federal agencies 
the requirement for identification of motor vehicles acquired and used for 
fficial purposes, and to have the legend “For official use only” plainly inscribed 
ym each such vehicle. Under previous law (sec. 4 of the act of February 3, 1905, 
33 Stat. 687, as amended by the act of August 2, 1946, 60 Stat. 811, 5 U. S. C. 
77, which was repealed by section 7 (d) of Public Law 754) identification was 
required only for those vehicles acquired and used for official purposes in the 
iepartmental service in the District of Columbia. Various agencies and depart 
ments have required identification by administrative regulations, but such regula 
tions were neither uniform nor complete in application. This section authorizes 
the Administrator to issue regulations requiring identification of all motor 
vehicles acquired and used for official purposes within the United States and 
its Territories and possessions by any Federal agency. Exemption from the 
requirements of this section could be provided for in such regulations when 
onspicuous identification of a vehicle would interfere with the purposes for 
which it is used, such as in the case of the Central Intelligence Agency, the 
Federal Bureau of Investigation, Treasury enforcement officers, and immigra 
tion border control. 
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REPORTS TO CONGRESS 


Sec. 212. The Administrator shall submit a report to the Congress, 
in January of each year and at such other times as he may deem it 
desirable, regarding the administration of his functions under this 
Act, together with such recommendations for amendments to this Act 
as he may deem appropriate as the result of the administration of 
such functions, at which time he shall also cite the laws becoming 


obsolete by reason of passage or operation of the provisions of this 
Act. 


ANALYSIS 


Section 212. Reports to Congress (Sec. 210, 63 Stat. 393, renumbered sec. 212 by 
sec. 5 (a), 64 Stat. 580; 40 U.S. C. 492) 
This section requires the Administrator to submit to Congress in January of 
each year, and at such other times as he may deem it desirable, a report regarding 
the administration of his functions under the Act, together with any recommen 
dations for amendments which he may deem appropriate and a citation of laws 
becoming obsolete by reason of the passage or operation of the Act. This sec 
tion, which was numbered 210 in Public Law 152 as originally enacted, was re 
numbered 212 by section 5 of Public Law 754—a perfecting amendment necessary 
by reason of the insertion by Public Law 754 of the new sections 210 and 211 
Following recommendations made to the Congress by the Administrator pur 
suant to this section, there were enacted Public Law 209, 82d Congress, ap 
proved October 25, 1951, 65 Stat. 638, “An Act To amend or repeal certain laws 
relating to Government records, and for other purposes’, and Public Law 247, 
&2d Congress, approved October 31, 1951, 65 Stat. 701, “An Act To amend or repeal! 
certain Government property laws, and for other purposes”. The statutes af 
fected by Public Law 209 contained limitations, restrictions, and other provisions 
which had become obsolete or which were inoperative because they had been 
superseded by recent legislation relating to Federal records management, records 
disposal, and the control and distribution of records maintained by the various 
departments and agencies of the Federal Government. The repealers and amend 
ments contained in Public Law 209 thus brought certain previous statutory) 
authority governing administration of Federal records into consonance with the 
provisions of the Federal Records Disposal Act of 1943, as amended (44 U. 8. C 
366-376, 378-380), and the Federal Records Act of 1950 (title V of the Federa! 
Property and Administrative Services Act of 1949, as amended). Public Law 
247 amended or repealed, in whole or in part, a number of Government property 
laws which had become obsolete or inoperative or were in conflict with recent 
legislation. Public Law 247 thus removed conflicts, ambiguities, and unnecessary 
or lapsed authority occasioned particularly by the enactment of the Federal 
Property and Administrative Services Act of 1949. 
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TITLE III—PROCUREMENT PROCEDURE 


DECLARATION OF PURPOSE 


Sec. 301. The purpose of this title is to facilitate the procurement 
f property and services. 


ANALYSIS 
TITLE II, PROCUREMENT PROCEDURE 


This title as enacted in Public Law 152 followed in structure, and was identi- 
| in language with the Armed Services Procurement Act of 1947 (62 Stat. 21; 
1 U. S. C. 151, et seq.), with a few appropriate changes and omissions. 
Throughout this title the word “supplies” was used in Public Law 152 as 
riginally enacted in the places where the word “property” now appears. Sub 
section (m) of Section 1 of Public Law 522, 82d Congress, approved July 12, 1952, 
mended title III by striking “supplies” wherever it appeared in the title and 
substituting therefor “property.” Subsection (h) of section 1 of Public Law 522 
repealed section 309 (b) of Public Law 152, which contained a definition of the 
term “supplies”, and the text of which is set forth in the analysis under section 
300. The substitution of the term “property” for the term “supplies” was 
effected in order to make the terminology of title III consistent with the termi 
ology employed elsewhere in the Act. The definition of “supplies” was not tech 
nically exact, and was originally inserted merely to prescribe the scope of the 
title. The substitution of the word “property” for “supplies” also made the pro 
edures provided by the title applicable to the procurement of land by the General 
Services Administration and other agencies to which authority to use the pro 
cedures is delegated, but only to the extent that authority to acquire land is 
granted under other law. 


Section 301. Declaration of purpose (Sec. 301, 63 Stat. 393, as amended by sex 
1 (m), 66 Stat. 594; 41 U. S. C. 251) 
This section states that the purpose of title III is to facilitate the procure 
ment of property and services. 
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APPLICATION AND PROCUREMENT METHODS 


Src. 302. (a) The provisions of this title shall be applicable t 

purchases _ contracts for property or services made— 
(1) by the General Services Administration for the use of 
such agency or otherwise; and 
(2) ‘by any other executive agency (except any agency name: 
in section 2 (a) of the Armed Services Procurement Act of 1947), 
to the extent of and in conformity with authority delegated by 
the Administrator pursuant to the provisions of this subsection 
The Administrator may delegate to the head of any other such agency 
authority to make purchases and contracts for property or services 
pursuant to the provisions of this title (A) for the use of two or 
more executive agencies or (B) in other cases upon a determinatio1 
by the Administrator that by reason of circumstances set forth in 
such determination such delegation is advantageous to the Govern 
ment in terms of economy, efficiency, or national security. Notice 
of every such delegation of authority so made shall be furnished to 
the General Accounting Office. 

(b) It is the declared policy of the Congress that a fair propor 
tion of the total purchases and contracts for property and services fo1 
the Government shall be placed with small-business concerns. When 
ever it is proposed to make a contract or purchase in excess of $10,000 
by negotiation and without advertising, pursuant to the authority of 
paragraph (7) or (8) of section 302 (c) of this title, suitable advance 
publicity, as determined by the agency head with due regard to the 
type of property involved and other relevant considerations, shall be 
given for a period of at least fifteen days, wherever practicable, as 
determined by the agency head. 

(c) All purchases and contracts for property and services shall be 
made by advertising, as provided in section 303, except that such pur 
chases and contracts may be negotiated by the agency head without 
advertising if— 

(1) determined to be necessary in the public interest during the 
period of a national emergency det slared by the President or by the 
Congress ; 


(2) the public exigency will not admit of the delay incident to 
advertising ; 

(3) the aggregate amount involved does not exceed $1,000: 
Provided, That no agency other than the General Services Admin- 
istration shall make any purchase of, or contract for, property or 
services in excess of $500 under this paragraph except in the 
exercise of authority conferred by the Administrator to procure 


-_ furnish property and services for the use of two or more 
xecutive agencies; 


(4) for personal or professional services ; 
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(5) for any service to be rendered by any university, college, or 
other educational institution; 

(6) the property or services are to be procured and used outside 
the limits of the United States and its possessions; 

(7) for medicines or medical property ; 

(8) for property purchased for authorized resale; 

(9) for property or services for which it is impracticable to 
secure competition ; 

(10) the agency head determines that the purchase or contract 
is for experimental, developmental, or research work, or for the 
manufacture or furnishing of property for experimentation, de 
velopment, research, or test: Provided, That beginning six montlis 
after the effective date of this title and at the end of each six-month 
period thereafter, there shall be furnished to the Congress a report 
setting forth the name of each contractor with whom a contract 
has been entered into pursuant to this paragraph (10) since the 
date of the last such report, the amount of the contract, and, with 
due consideration given to the national security, a description of 
the work required to be performed thereunder ; 

(11) for property or services as to which the agency head deter 
mines that the character, ingredients, or components thereof are 
such that the purchase or contract should not be publicly disclosed ; 

(12) for equipment which the agency head determines to be 
technical equipment, and as to which he determines that the pro- 
curement thereof without advertising is necessary in special situ- 
ations or in particular localities in order to assure a ardization 
of equipment and interchangeability of parts and that such stand 
ardization and interc change ability is necessary in the public 
interest ; 

(13) for property or services as to which the agency head 
determines that bid prices after advertising therefor are not 
reasonable (either as to all or as to some part of the spe ener sy 
or have not been independently arrived at in open competition: 
Provided, That no negotiated purchase or contract may be entered 
into under this paragraph after the rejection of all or some of 
the bids received unless (A) notification of the intention to nego- 
tiate and reasonable opportunity to negotiate shall have been 
given by the agency head to each responsible bidder and (B) the 
negotiated price is the lowest negotiated price offered by any 
responsible supplier; or 

(14) otherwise authorized by law. 

(d) If in the opinion of the agency head bids received after adver- 
ising evidence any violation of the antitrust laws he shall refer such 
bids to the Attorney General for appropriate action. 

(e) This section shall not be construed to (A) authorize the erec- 
tion, repair, or furnishing of any public building or public improve 
ment, but such authorization shall be required in the same manner 

heretofore, or (B) permit any contract for the construction or 
repair of buil lings, cele sidewalks, sewers, mains, or similar items to 


be negotiated without advertising as required by section 303, unless 
such contract is to be performed outside the continental United States 
the provisions 


or unless negotiation of such contract is authorized by 
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of paragraph (1). (2), (3), (9) 


, (10), (11), or (13) of subsect 
cy of this section, 















ANALYSIS 










































Section 302. Application and procurement methods (Sec. 302, 63 Stat. 303, 
amended by sec. 1 (m), 66 Stat. 504; 41 U.S. C. 252) 


(a) Applicability of title III; delegations of authority —This subsection mak¢ 
the provisions of title III applicable to purchases and contracts for property 
services made by the General Services Administration either for its own us¢ 
otherwise, including centralized procurement. By delegation the Administrat 
lay authorize any otber civilian executive agency to use the procedure set fort 
i title II] when such agency is designated to perform a central procureme 
tunction. In addition, authority to use the procedures set forth in title [11 m 
may be delegated by the Administrator to another civilian executive agency 
cther cases where the Administrator determines that such delegation is adva 
tageous to the Government in terms of economy, efficiency, or national securit 
It is required that the Administrator's determination in such other cases s« 
furth the circumstances upon which the determination is based. The terms 
*economy” and “efficiency” are broad enough to cover cases where authority is 
delegated to negotiate contracts under secs. 302 (c) (5) and 302 (c) (10) of this 
title. This title does not confer upon any civilian executive agency any vested 
right to receive such delegation. The Congressional intent was that such power 
of delegation will not be exercised indiscriminately but rather will be used with 
cure and discretion. It was also intended that the Administrator will make 
periodic reviews to determine whether the authority so delegated has been 
properly used, and that he will either take such action as may be necessary to 
correct any misuse or will withdraw the delegation. After the Administrator 
haus made such delegation he shall give notice thereof to the General Accounting 
Office. Section 307 (b) restricts delegation by the Administrator of the powe 
to make the delegations and determinations specified in this subsection. 

(b) Policy as to small business concerns; advance publicity concerning nego 
tiation.—This subsection states the policy that a fair proportion of the total pur 
chases and contracts shall be placed with small business concerns and further 
provides that notice of intent to negotiate shall be published in certain cases. 

(c) Harceptions from requirement for advertising.—Initially, this subsection 
reaffirms the basic principle that purchases and contracts shall be made by adver! 

tising. Negotiation is made permissible in certain excepted cases, however, 
provide flexibility in Government procurement. (Section 310 (b) of the Act, 
which was added by subsection (n) of section 1 of Public Law 522 of the 82d 
Congress, approved July 12, 1952, provides that reference in any act, except 
section 310 (a) of the Federal Property and Administrative Services Act of 1949, 
as amended, to the applicability of section 3709 of the Revised Statutes, as 
amended (41 U. 8S. C.5), to the procurement of property or services by the General 
Services Administration or any constituent organization thereof shall be deemed 
to be reference to section 302 (c) of the Act.) 

(1) This paragraph would permit automatic and immediate transition from 
more rigid peacetime advertising procedures to a completely flexible system if the 
President or the Congress declares the existence of a national emergency. 

(2) This provision is an adaptation of a portion of section 3709 of the Revised 
Statutes as amended by section 9 (a) of the act of August 2, 1946 (60 Stat. 809; 
41 U.8.C.5). Whenever urgency requires an immediate purchase this exception 
would be available irrespective of whether the emergency could or should have 
been foreseen. 

(3) This paragraph extends to the General Services Administration the power 
to negotiate if the aggregate amount involved does not exceed $1,000. However, 
no delegation of such authority may be made to other executive agencies under 
this paragraph for purchases or contracts for property or services in excess of 
$500 unless such purchasing or contracting is for centralized procurement. 

(4) The provision permitting negotiation for personal or professional services 
is an adaptation of the exception from advertising provided by section 3709 of the 
Revised Statutes, as amended, hereinabove referred to. 

(5) This paragraph would permit negotiation of contracts for technical assist- 
ance, expert study, and the application of specialized knowledge to be performed 
by any university, college, or other educational institution. This would cover 
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‘) Where property is purchases 
ne st accommodate the brand preference or the quality preference of the orgar 
ition requesting the purchase. This paragraph therefore provides authority 
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ran 9) This paragraph provides for negotiation where it is ) ible to secure 
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paragraph is not to be construed, however, as a condition precedent to exercis 
of the authority conferred by this title. 

(e) No change in requirements regarding construction, repair, etc.—For clarity 
this subsection provides that section 302 does not change the existing require- 
ments for authorization for the erection or repair of buildings, or permit any 
contract for construction or repair of buildings, roads, sidewalks, or similar items 
to be negotiated without advertising as required by section 303 except in the 
particular cases as specified in the subsection. 
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ADVERTISING REQUIREMENTS 


Sec. 303. Whenever advertising is required— 

(a) The advertisement for bids shall be made a sufficient time pre- 
vious to the purchase or contract, and specifications and invitations for 
bids shall permit such full and free competition as is consistent with 
the procurement of types of property and services necessary to meet 
the requirements of the agency concerned. 

(b) All bids shall be publicly opened at the time and place stated 

the advertisement. Award shall be made with reasonable prompt- 
ness by written notice to that responsible bidder whose bid, conform- 
ing to the invitation for bids, will be most advantageous to the Govern- 
ment, price and other factors considered : Provided, That all bids may 
be rejected when the agency head determines that it is in the public 
interest so to do. 


ANALYSIS 


Section 308. Advertising requirements (Sec. 308, 63 Stat. 395, as amended by 
sec. 1 (m), 66 Stat. 594; 41 U. 8. ©. 253) 

(a) Standards for advertising.—This subsection establishes broad standards 
for advertising, reserving appropriate discretion in the agency. It was considered 
both unnecessary and unwise to prescribe detailed and restrictive requirements, 
ind it was believed that such matters should be left to be dealt with by regula 
tion. This subsection provides that advertising shall be so conducted as to secure 
such full and free competition as is consistent with the procurement of types of 
property and seftvices needed. 

(b) Opening, award, and rejection of bids.—This subsection provides for the 
ublic opening of bids and reaffirms the principles that the award shall be made 
to the responsible bidder whose bid is most advantageous to the Government, 
price and other factors considered, and that the Government may reject all bids 
when such action is deemed advisable. The question as to whether a particular 
bidder is a responsible bidder requires sound business judgment and involves 
evaluation of the bidder’s experience, facilities, technical organization, reputa- 
tion, financial resources, and other factors and a broad discretion is accordingly 
reserved to the agency with respect to the making of such determination. 











730 STOCKPILING STRATEGIC AND CRITICAL MATERIALS 
REQUIREMENTS OF NEGOTIATED CONTRACTS 


Sec. 304. (a) Except as provided in subsection (b) of this section, 
contracts negotiated pursuant to section 302 (c) may be of any type 
which in the opinion of the agency head will promote the best interests 
of the Government. Every contract negotiated pursuant to section 
302 (c) shall contain a suitable warranty, as determined by the agency 
head, by the contractor that no person or selling agency has been 
employed or retained to solicit or secure such contract upon an agree- 
ment or understanding for a commission, percentage, Seckseeme or 
contingent fee, excepting bona fide employees or bona fide established 
commercial or selling agencies maintained by the contractor for the 
purpose of securing business, for the breach or violation of which 

yarranty the Government shall have the right to annul such contract 
without liability or in its discretion to deduct from the contract price 
or consideration the full amount of such commission, percentage, 
brokerage, or contingent fee. 

(b) The cost-plus-a-percentage-of-cost system of contracting shali 
not be used, and in the case of a cost-plus-a-fixed-fee contract the fee 
shall not exceed 10 per centum of the estimated cost of the contract. 
exclusive of the fee, as determined by the agency head at the time of 
entering into such contract (except that a fee not in excess of 15 per 
centum of such estimated cost is authorized in any such contract for 
experimental, developmental, or research work and that a fee inclusive 
of the contractor’s costs and not in excess of 6 per centum of the esti- 
mated cost, exclusive of fees, as determined by the agency head at the 
time of entering into the contract, of the project to which such fee is 
applicable is authorized in contracts for architectural or engineering 
services relating to any public works or utility project). Neither a 
cost nor a cost-plus-a-fixed-fee contract nor an incentive-type contract 
shall be used unless the agency head determines that such method of 
contracting is likely to be less costly than other methods or that it is 
impractical to secure property or services of the kind or quality 
required without the use of a cost or cost-plus-a-fixed-fee contract or 
an incentive-type contract. All cost and cost-plus-a-fixed-fee con- 
tracts shall provide for advance notification by the contractor to the 
yrocuring agency of any subcontract thereunder on a cost-plus-a- 
fixed-fee basis and of any fixed-price subcontract or purchase order 
which exceeds in dollar amount either $25,000 or 5 per centum of the 
total estimated cost of the prime contract; and a procuring agency, 
through any authorized representative thereof, shall have the right 
to inspect the plans and to audit the books and records of any prime 
contractor or subcontractor engaged in the performance of a cost or 
cost-plus-a-fixed-fee contract. 

(c) All contracts negotiated without advertising pursuant to au- 
thority contained in this Act shall include a clause to the effect that the 
Comptroller General of the United States or any of his duly author- 
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.d representatives shall until the expiration of three years after final 
iyment have access to and the right to examine any directly pertinent 
books, documents, papers, and records of the contractor or any of his 
subcontractors engaged in the performance of and involving transac- 
ms related to such contracts or subcontracts. 


ANALYSIS 


Section 304. Requirements of negotiated contracts (Sec. 304, 63 Stat. 395, as 
amended by 65 Stat. 700, and sec. 1 (m), 66 Stat. 504; 41 U. S. C. 254) 

(a) Types of contracts; warranties against contingent fees, etc.—The right to 
ise the most suitable type of contract is a necessary and inseparable adjunct to 
the right to negotiate and this subsection therefore permits negotiated contracts 
to be of any type which in the opinion of the agency head will promote the best 
interests of the Government, except as provided in subsection (b). Authority to 
negotiate contracts in the first instance carries with it equal authority to nego- 
tiate subsequent changes in the terms of negotiated contracts, and such amend- 
ments may also be of such type as the agency head believes will promote the best 
nterests of the Government. This subsection also provides that every negotiated 
contract shall contain a suitable warranty against contingent fees, commissions, 
and like arrangements. 

(b) Restrictions against certain types of contracts.—This subsection prohibits 
the cost-plus-a-percentage-of-cost system of contracting and prescribes maximum 
fees in connection with cost-plus-a-fixed-fee contracts. Neither a cost nor a cost- 
plus-a-fixed-fee contract nor an incentive-type contract may be used unless it is 
determined that such method is likely to be less costly than other methods or that 
it is impracticable to secure property or services of the kind or quality without 
the use of such type of contract. 

(c) Examination by Comptroller General of books, etc., of contractors.—This 
subsection was added to section 304 by Public Law 245, 82d Congress, 1st session, 
approved October 31, i951, 65 Stat. 700, entitled “An Act To amend section 304 
of the Federal Property and Administrative Services Act of 1949 and section 4 
of the Armed Services Procurement Act of 1947”. The requirement was thus 
established that all contracts negotiated without advertising shall include a clause 
to the effect that the Comptroller General of the United States or any of his duly 
authorized representatives shall, until the expiration of three years after final 
payment, have access to, and the right to examine any directly pertinent books, 
documents, papers, and records of the contractor or any of his subcontractors 
engaged in the performance of and involving transactions related to such con- 
tracts or subcontracts. Public Law 245 also added a new subsection (c), identical 
in text with the above subsection (c), to section 4 of the Armed Services Procure- 
ment Act of 1947 (62 Stat. 23, 41 U. S. C. 153), which section is similar to section 
304 of Public Law 152. 
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ADVANCE PAYMENTS 
Src, 305. (a) The agency head may make advance payments under 
negotiated contracts heretofore or hereafter executed in any amount 
not exceeding the contract price upon such terms as the parties shall 
agree: Provided, That advance payments shall be made only upon 
adequate security and if the agency head determines that provision 
for such advance payments is in the public interest or in the interest 
of the national defense and is necessary and appropriate in order 
to procure required property or services under the contract. 

(b) The terms governing advance payments may include as secu- 
rity provision for, and upon inclusion of such provision there shall 
thereby be created, 2 lien in favor of the Government, paramount 
to all other liens, upon the property contracted for, upon the credit 
balance in any special account in which such payments may be depos- 
ited and upon such of the material and other property acquired for 
performance of the contract as the parties shall agree. 


ANALYSIS 








Section 305. Advance payments (Sec. 305, 63 Stat. 396, as amended by sec. 
66 Stat. 594; 41 U. S. C. 255) 

(a) Conditions upon making advance payments under negotiated contracts 
This section permits the agency head to make advance payments under negotiated 
contracts upon adequate security if the agency head determines such payments 
to be in the public interest or in the interest of the national defense and necessary 
and appropriate in order to procure the required property or services. This 
authority is essential in periods of emergency and in peacetime it is often the 
only way in which it can be made possible for a small-business concern to handle 
Government contracts. Often institutions of learning, research laboratories, in 
ventors, and similar contractors who perform most of the experimental, research, 
and developmental contracts need advance payments because they do not have 
sufficient funds to finance or are unwilling to finance such contracts completely 
out of their own resources. The power to make advance payments is permissive 
only, and under section 307 (b) of this title may not be delegated by the agency 
head. The Congressional intent was for the civilian agencies to be very sparing 
in the making of advance payments in normal times and to use the authority, 
even in times of national emergency, only when it is thoroughly justified 

(b) Provision for creation of liens in favor of Government.—The additional 
form of security by way of lien which is provided for by this subsection is a per- 
missive feature which may be very useful, especially in the event that a joint 
bank account, a controlled account, or a special bank account is established in 
connection with an advance payment. 
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whole or any part of such damages as in his discretion may be just and equitable. 
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WAIVER OF LIQUIDATED DAMAGES 
Sec. 306.] (Repealed.) 


NOTE 


Section 306, which was part of the Federal Property and Administrative Serv- 
es Act of 1949 as approved June 30, 1949, was repealed, effective as of July 1, 


1949, by section 10 (b) of Public Law 754 of the Slst Congress. 


rhe former section 306 (63 Stat. 396) read as follows: 


“Sec. 306. Whenever any contract made on behalf of the Government by the 
geney head or by officers authorized by him so to do includes a provision for 
iquidated damages for delay, the Comptroller General on the recommendation 
f the agency head is authorized and empowered to remit the whole or any part 
f such damages as in his discretion may be just and equitable.” 

Section 10 of Public Law 754 reads as follows: 

“Sec. 10. (a) Whenever any contract made on behalf of the Government by 

e head of any Federal Agency, or by officers authorized by him so to do, in 
udes a provision for liquidated damages for delay, the Comptroller General 
ipon recommendation of such head is authorized and empowered to remit the 


64 Stat. 591; 41 U. S. C. 256a) 
“(b) Section 306 of the Federal Property and Administrative Services Act of 


1949, is hereby repealed, and this section shall be effective as of July 1, 1949.” 
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ADMINISTRATIVE DETERMINATIONS AND DELEG 





ATIONS 


Sec. 307. (a) a determinations and decisions provided in tl 


title to be made by the Administrator or other agency head may be 
made with respect to individual purchases and contracts or with 1 
spect to classes of purchases or contracts, and shall be final. Except 
as provided in subsection (b) of this section, the agency head is au 
thorized to delegate his powers provided by this title, including the 
making of such determinations and decisions, in his discretion and sub 
ject to his direction, to any other officer or officers or officials of the 
agency. 

(b) The power of the agency head to make the determinations o) 
decisions ans ified in par agraphs (11) and (12) of section 302 (c) and 
in section 305 (a) shall not be de legable, a the power to make the 
determinations or decisions specified in paragraph (10) of section 
302 (c) sha!l be delegable only to a chief officer responsible for pro 
curement and only with respect to contracts which will not renee the 
expenditure of more than $25,000. The power of the Administrator 
to make the delegations and de sccnidiagiiiial specified in section 302 (a 
shall be delegable only to the Deputy Administrator or to the chief 
official of any principal organizational unit of the General Services 
Administration. 

(c) Each determination or ee re by paragraphs (10), 
(11), (12), or (13) of section 302 , by section 304 or by section 
305 (a) shall be based upon py findings made by the official 
making such determination, which findings shall be final and shall 
be available within the agency for a period of at least six years follow 
ing the date of the determination. A copy of the findings shall be 
submitted to the General Accounting Office with the contract. 

d) In any case where any purchase or contract is negotiated pur 
suant to the provisions of section 302 (c), except in a case covered by 
paragraphs (2), (3), (4), (5), or (6) thereof, the data with respect 
to the negotiation shall be preserved in the files of the agency for a 
period of six years following final payment on such contract. 


ANALYSIS 








Section 307. Administrative determinations and delegations (Sec. 307, 63 Stat 
396; 41 U. S. C. 257) 

(a) Finality of determinations and decisions; delegation of powers.—This 
subsection provides that the determinations and decisions to be made by the 
Administrator or other agency head may be made with respect to individual 
purchases and contracts or with respect to classes of purchasers or contracts 
and that such determinations and decisions shall be final. It allows delegatior 
by the agency head except in those cases designated in subsection ()) of this 
section. The determinations and decisions so made will not be made subject to 
invalidation or challenge by the Comptroller General or the courts. However, 
the. broader the power or the more important the decision or determination, the 
higher the level at which the decision or determination will be made. 
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b) Restrictions upon delegation.—This subsection prohibits the agency head 
m delegating the pewer to make the determinations or decisions specified in 
iragraphs (11) and (12) of section 302 (c), which concern, respectively, con 
acts Which should not be publicly disclosed and standardization of technical 
juipment, and in section 305 (a) concerning the making of advance payments 
is subsection also restricts the power of the agency head to make the decisions 
determinations specified in paragraph (10) of section 302 (c) which concerns 
experimental, developmental, or research contracts. Furthermore, under this 
bsection the Administrator’s power to delegate to another civilian executive 
reney the right to use the authority provided under title III can be delegated 
the Administrator only to the Deputy Administrator of the General Services 
\dministration or to the chief official of any principal organizational unit of the 
eneral Services Adininistration. Thus, such power to confer authority upon 
ther civilian agency is to be exercised only at a high level within the General 
rvices Administration 
») Requirement for written findings.—As a further safeguard this subsection 
equires that determinations or decisions concerning research and development 
yntracts, contracts which should not be publicly disclosed, standardization of 
chnical equipment, negotiation after advertising, the type of contract to be 
sed, and the making of advance payments shall be based upon written findings, 
at these findings shall be final, and shall be available within the agency for at 
ist 6 years after making such determination. Furthermore, it provides that 
opy of the findings shall be furnished to the General Accounting Office with 
he contract. 
(d) Preservation of data with respect to negotiation Data with respect to 
gotiation is required to be preserved in the agency for 6 years following final 
iyment on the contract except where negotiation is pursuant to public exigency, 
der a dollar amount limitation, for personal or professional services, for 
ervices to be rendered by an educational institution, or for property or services 
ch are to be purchased and used outside the limits of the United States or its 


ssessions. 
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STATUTES CONTINUED IN EFFECT 


Sec. 308. No purchase or contract shall be exempt from the Act of 
June 30, 1936 (49 Stat. 2036, as amended; 41 U.S. C. 35 to 45), on 
from the Act of March 3, 1931 (46 Stat. 1494, as amended; 40 U.S. C 
276a to 276a-6), solely by reason of having been entered into pur- 
suant to section 302 (c) hereof without advertising, and the provisions 
of said Acts and of the Act of June 19, 1912 (37 Stat. 137, as amended; 
40 U.S. C. 324 and 325a), if otherwise applicable, shall apply to such 
purchases and contracts. 


ANALYSIS 


Section 308. Statutes continued in effect (Sec. 308, 63 Stat. 397; 41 U.S. C.: 

This section provides that contracts executed under this title shall not b: 
exempt from the provisions of the Walsh-Healey Act, the Davis-Bacon Act, o1 
the 8-hour law by reason of their having been entered into by negotiation. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 


DEFINITIONS 


Sec. 309. As used in this title— 

(a) The term “agency head” shall mean the head or any assistant 
head of any executive agency, and may at the option of the Adminis- 
trator include the chief official of any principal organizational unit 
of the General Services Administration. 

[ (b)—repealed | 


ANALYSIS 


Section 309. Definitions (Sec. 309, 63 Stat. 397, as amended by sec. 1 (h), 66 Stat. 
593; 41 U. S. C. 259) 

(a) This subsection defines the term “agency head” as used in title III to 
mean the head or an assistant head of any executive agency, and provides that 
the term may at the option of the Administrator include the chief official of any 
principal organizational unit of the General Services Administration. This was 
deemed salutary in order to reserve the power of determination and decision at 
an adequately high level, and at the same time to designate the officials intended 
to be covered. 

(b) Section 309 as originally enacted in Public Law 152 contained a subsection 

b) which read as follows: 

“The term ‘supplies’ shall mean all property except land, and shall include, 
by way of description and without limitation, public works, buildings, 
facilities, ships, floating equipment, and vessels of every character, type and 
description (except the categories of naval vessels named in section 3 (d)), 
aircraft, parts, accessories, equipment, machine tools and alteration or in- 
stallation thereof.” 

This subsection was repealed by subsection (h) of section 1 of Public Law 522 
of the 82d Congress, approved July 12, 1952. The purpose of such repeal is ex- 
plained in the analysis of title III following section 301 of the Act. 
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STATUTES NOT APPLICABLE 


Sec. 310. (a) The following provisions of law shall not apply to 
the procurement of property or services (1) by the General Services 
Administration, or (2) within the scope of authority delegated by the 
Administrator to any other executive agency : 

Revised Statutes, section 3709, as amended (41 U.S.C. 5); 

Revised Statutes, section 3735 (41 U.S.C. 13) ; 

Sections 1 and 2 of the Act of October 10, 1940 (54 Stat. 1109, as 
amended ; 41 U.S. C. 6 and 6a). 

(b) Reference in any Act, except subsection (a) of this section, 
to the applicability of Revised Statutes, section 3709, as amended (41 
U.S. C. 5), to the procurement of property or services by the Genera! 
Services Administration or any constituent organization thereof shal| 
be deemed to be reference to section 302 (c) of this Act. 


ANALYSIS 


Section 310. Statutes not applicable (Sec. 310, 68 Stat. 397, as amended by sec 
1 (m), (n), 66 Stat. 594; 41 U. 8. C. 260) 

(a) Specification of certain laws not applicable to procurement.—This sub 
section provides that the following acts shall not be applicable to the procure 
ment of property or services by the General Services Administration: 

Revised Statutes, section 3709, as amended, which concerns formal! 
advertising ; 
Revised Statutes, section 3735, which prohibits the making of contracts 
for “stationery or other supplies” for more than 1 year; and 
Sections 1 and 2 of the Act of October 10, 1940, which set forth certain 
specific exemptions from Revised Statutes, section 3709, which are not in 
harmony with this title. (Section 1 was repealed by sec. 1 (98)-—(105) of 
Public Law 247, 82nd Congress, and section 2 was repealed in part and 
amended in part by secs. 1 (106-108), 3 (8), (9), and 4 (9) of said law 
which is referred to in the analysis following section 212.) 
These statutes are also suspended for procurement made by another civilian 
executive agency, under proper delegation of authority made by the Administra- 
tor and solely within the scope of that authority, and such suspension is limited 
to the extent and within the purview of the authority thus delegated. 

(b) Construction of references to section 3709 of Revised Statutes.—This sub 
section was added by subsection (n) of section 1 of Public Law 522 of the 82d 
Congress, approved July 12, 1952, which also inserted “(a)” after “See. 310.” in 
the text above. The purpose of the addition of subsection (b) was to make a 
technical clarification, by substituting reference to section 302 (c) of the Act for 
section 3709, Revised Statutes, as amended, whenever the latter is cited in any 
law affecting the procurement of property or services by the General Services 
Administration. Section 3709 is the general statute requiring advertising except 
in certain specified cases. Authority to negotiate and enter into contracts 
generally without advertising is frequently granted by providing that contracts 
may be made “without regard to” the provisions of section 3709. Section 310 
of the Act made section 3709 inapplicable to the General Services Administration 
since title III, particularly section 302 (c), provides somewhat more liberal 
exceptions from the advertising requirement. However, where the Congress 
has previously granted a complete exemption from the advertising requirement 
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y authorizing the making of contracts without regard to the provisions of 
section 3709, as in the Strategic and Critical Materials Stock Piling Act, it 
was certainly not intended by the enactment of the Federal Property and 
({dministrative Services Act of 1949 to make contracts under the former act 
subject to the restrictions of section 302 (c). This subsection provides, in effect, 
hat when section 3709 is inapplicable to a certain type of contract, section 
02 (c) shall likewise be inapplicable to that type of contract when made by the 
seneral Services Administration. 
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TITLE IV—FOREIGN EXCESS PROPERTY 
DISPOSAL OF FOREIGN EXCESS PROPERTY 


Sec. 401. Each executive agency having foreign excess property 
shall be responsible for the disposal thereof: Provided, That (a) the 
head of an such executive agency shall, with respect to the disposi- 
tion of such property, conform to the foreign policy of the United 
States; (b) the Secretary of State shall have the authority to use for- 
eign currencies and credits acquired by the United States under section 
402 (b) of this Act in order to effectuate the purposes of section 
32 (b) (2) of the Surplus Property Act of 1944, as amended, and the 
Foreign Service Buildings Act of May 7, 1926, as amended (including 
Public Law 547, Seventy-ninth Congress (60 Stat. 663) ), and for the 
purpose of paying any other governmental expenses payable in local 
currencies, and the authority to amend, modify, and renew agreements 
in effect on the effective date of this Act; (c) any foreign currencies 
or credits acquired by the Department ‘of State pursuant to such 
agreements shall be administered in accordance with procedures that 
may from time to time be established by the Secretary of the Treasury 
and, if and when reduced to United States currency, shall be covered 
into the Treasury as miscellaneous receipts; and (dy the Department 
of State shall, except to such extent as the Preeti shall otherwise 
determine, continue to perform other functions with respect to agree- 
ments for the lonual of foreign excess property in effect on the 
effective date of this Act. 





ANALYSIS 


Section 401. Disposal of foreign excess property (Sec. 401, 63 Stat. 397; 40 
U. 8. C. 511) 


This section generally provides that, except where commitments exist under 
previous agreements, all excess property located in foreign areas shall be dis- 
posed of by the owning agency. The head of the agency in question is directed 
to conform to the foreign policy of the United States in making such disposals. 
The section provides further that the Secretary of State shall continue to ad- 
minister existing agreements with respect to the disposal of foreign excess 
property and shall have authority to amend, modify, and renew such agreements 
in order to carry on the foreign educational exchange program and the purposes 
of the Foreign Service Buildings Act and to provide local currencies under 
procedures established by the Secretary of the Treasury for the payment of 
expenses of the United States in the country in question. 
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METHODS AND TERMS OF DISPOSAL 


Sec. 402. Foreign excess property may be disposed of (a) by sale, 
exchange, lease, or transfer, for cash, credit, or other property, with or 
without warranty, and upon such other terms and conditions as the 
head of the executive agency concerned deems proper; but in no event 

hall any property be sold without a condition forbidding its importa- 
tion into the United States, unless the Secretary of Agriculture (in 
the case of any agricultural commodity, food, or cotton or woolen 
goods) or the Secretary of Commerce (in the case of any other prop- 
erty) determines that the importation of such property would relieve 

lomestic shortages or otherwise be beneficial to the economy of this 
country, or (b) for foreign currencies or credits, or substantial benefits 
or the cotacss of claims resulting from the compromise or settlement 
of such claims by any executive agency in accordance with the law, 
whenever the head of the executive agency concerned determines that 
it is in the interest of the United States to do so. Such property may 
be disposed of without advertising when the head of the executive 
agency concerned finds so doing to ) be most practicable and to be ad- 

vantageous to the Government. The head of each executive agency 

responsible for the disposal of foreign excess property may execute 
such documents for the transfer of title or other interest in property 
and take such other action as he deems necessary or proper to dispose 
of such property ; and may authorize the abandonment, destruction, or 
donation of foreign excess property under his control which has no 
commercial value or the estimated cost of care and handling of which 
would exceed the estimated proceeds from its sale. 


ANALYSIS 


Section 402. Methods and terms of disposal (Sec. 402, 63 Stat. 398; 40 U. S 
512) 

This section authorizes disposals of foreign excess property under terms 
similar to those in the Surplus Property Act of 1944, as amended, under which 
foreign disposals were previously made. Foreign excess property may be 
disposed of by sale, exchange, lease, or transfer, for cash, credit, or other prop- 
erty, with or without warranty, and upon such other terms and conditions as the 
head of the executive agency concerned deems proper. Such property may be 
disposed of for foreign currencies or credits, or substantial benefits or the dis- 
charge of claims resulting from the compromise or settlement of such claims by 
any executive agency in accordance with the law, whenever the bead of the 
executive agency concerned determines that it is in the interest of the United 
States to do so. Disposals may be made without advertising when the head 
of the executive agency finds such a course to be most practicable and to be most 
advantageous to the Government. Sales of any property must include a condi- 
tion forbidding importation into the United States unless the Secretary of Agri- 
culture (in the case of any agricultural commodity, food, or cotton or woolen 
goods) or the Secretary of Commerce (in the case of any other property) deter- 
mines that such property is in short supply in this country. The head of the 
executive agency responsible for disposal may execute the documents necessary 
to transfer the interest of the United States in the property and may authorize 
abandonment, destruction, or donation of foreign excess property under his 
control which has no commercial value or the estimated cost of care and han 
dling of which would exceed the estimated proceeds of sale. 
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PROCEEDS, FOREIGN CURRENCIES 


Sec. 403. Proceeds from the sale, lease, or other disposition of for 
eign excess property, (a) shall, if in the form of foreign currencies 
or credits, be administered in accordance with procedures that may 
from time to time be established by the Secretary of the Treasury, and 
(b) shall, if in United States currency, or when any proceeds in for 
eign currencies or credits shall be reduced to United States currence y, 
be covered into the Treasury as miscellaneous receipts: Provided, 
That the provisions of section 204 (b) (which by their terms appl) 
to property disposed of under title II) shall be : applicable to proceeds 
of foreign excess property disposed of for United States currency 
under this title IV: And provided further, That any executive agency 
disposing of foreign excess property under this title (1) may deposit, 
in a special account with the Treasurer of the United States, suc! 
amount of the proceeds of such dispositions as it deems necessary to 
permit appropriate refunds to een when any disposition is 
rescinded or does not become final, payments for breach of any 
warranty, and (2) may withdraw es th amounts so to be refunded 

yr paid, without regard to the origin of the funds withdrawn. 


ANALYSIS 


Section 403. Proceeds, foreign currencies (Sec. 403, 68 Stat. 398; 40 U.S. C 

This section provides that the proceeds from disposition of foreign excess pro] 
erty shall, if in the form of foreign currencies or credits, be administered in 
accordance with procedures prescribed by the Secretary of the Treasury and 
shall, if in United States currency or when reduced to United States currency, be 
covered into the Treasury as miscellaneous receipts. The provisions of section 
204 (b) relating to reimbursable funds or appropriations shall apply to proceeds 
of foreign excess property disposed of for United States currency under this 
title. The section further provides that any executive agency disposing of 
foreign excess property under this title may establish a special account with 
the Treasurer of the United States from which appropriate refunds to pu 
chasers may be made. 
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PROVISIONS 





MISCELI 


104. (a) The President may p not 
tent with the provisions of this title, as he shall deem necessary to 
ffectuate the provisions of this title, which provisions shall guide each 
xecutive agency in carrying out its functions hereunder. 
(b) Any authority conferred upon any executive agency or the 
ead thereof by the provisions of this title may be delegated, and 
iccessive redelegation thereof may be authorized, by such head to 
ny official in such agency or to the head of any other executive agency. 
c) The head of each executive agency responsible for the disposal 
f foreign excess property hereunder may, as may be necessary to 
wry out his functions under this title, (1) subject to the civil-service 
nd classification laws, appoint and fix the compensation of personnel, 
nd (2) without regard to the civil-service and classification laws, 
\ppoint and fix the compensation of personnel outside the continental 
mits of the United States. 
i The head of each executive agency responsible for the disposal 
' foreign excess property under this title shall submit a report to 
Congress in January of each year or at such other time or times as 
may deem desirable relative to its activities under this title, together 
rah any ap propri: ite recommendations. 
There shall be transfe: red from the Department of State to each 
ther executive agency affected by this title such records, property, 
personnel, obligations, commitments, and unexpended balances of 
ippropriations, allocations, and other funds, available or to be made 
ivailable, as the Director of the Bureau of the Budget shall determine 
co relate to functions of such agency under this title which have 
heretofore been administered by the Department of State. 


—————_ 
ANALYSIS 
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Section 404. Miscellaneous provisions (Sec. 404, 63 Stat. 308; 40 U.S. C. 514) 
(a) Presidential policies—The President is granted general authority to 
prescribe policies deemed necessary to execute the provisions of this title 
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(b) Delegation of authority—Any authority 
igency under this title may be delegated and sucs 
by the head of such agency to any official in such 
another executive agency. 

(c) Employment of personnel. 
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(ad) Reports to Congress.—Each agency responsible for foreign disposal shal 
make annual reports to Congress relative to its activities under this title 

(e) Transfer of personnel, funds, etce—Such records, property, personne! 
obligations, commitments, and unexpended balances of appropriations, alloca- 
tions, and other funds as are determined by the Director of the Bureau of the 
Budget to relate to the functions transferred to another executive agency under 
this title shall be transferred from the Department of State to that agency. 
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TITLE V—FEDERAL RECORDS 
SHORT TITLE 


Sec. 501. This title may be cited as the “Federal Records Act of 
1950”. 


ANALYSIS 


TITLE V. FEDERAL RECORDS 


This title was inserted in Public Law 152 by section 6 (d) of Public Law 754 

The provisions of title V fall within three general categories, namely, (1) 
those designed to provide a permanent statutory charter for activities previously 
authorized by substantive language appearing in annual appropriation acts, 
(2) those necessary to retain desirable provisions of preexisting law in their 
original, or amended, form, and (3) those providing new authority with respect to 
records management and archival administration. 


It is appropriate at this point to make mention of Reorganization Plan No. 2( 
of 1950 (64 Stat. 1272; 5 U. S. C. 133z-15, note), effective May 24, 1950, which 
transferred from the Secretary of State to the Administrator of General Services 
a number of functions having no connection with foreign affairs but bearing a 
close relation to the archival and records functions of the General Services Ad 
ministration. These functions relate to: (a) the receipt and preservation of 
the original copies of bills, orders, resolutions, and votes; (b) the publication of 
acts and joint resolutions in slip form and the compilation, editing, indexing, 
and publication of the United States Statutes at Large, except such functions 
with respect to treaties and other international agreements; (c) the certification 
and publication of amendments to the Constitution of the United States and the 
preservation of such amendments; (qd) certificates of appointment of the electors 
of the President and Vice President and certificates of the votes of such electors 
for President and Vice President; and (e) the collection, copying, arranging 
editing, copy reading, and indexing of the official papers of the Territories 
(With respect to the responsibility of the General Services Administration under 
Reorganization Plan No, 20 of 1950, reference is made to Public Law 490, 82nd 
Congress, approved July 10, 1952, 66 Stat. 540, which includes provision that the 
number and distribution of copies of the Statutes at Large and of copies in slip 
form of public and private laws shall be under the control of the Joint Committee 
on Printing, which was in substitution for previous out-moded statutes enumer 
ating in detail the precise number of copies to be supplied to designated 
recipients. ) 


Section 501. Short title (as added by sec. 6 (d), 64 Stat. 583; 44 U. S. C. 392, note) 


This section provides that title V may be cited as the “Federal Records Act 
of 1950”. 
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CUSTODY AND CONTROL OF PROPERTY 


Sec. 502. The Administrator shall have immediate custody and con- 
trol of the National Archives Building and its contents, and shall 
ive authority to design, construct, purchase, lease, maintain, operate, 
protect, and improve buildings used by him for the storage of records 
f Federal agencies in the District of Columbia and elsewhere. 


ANALYSIS 


ection 502. Custody and control of property (as added by sec. 6 (d), 64 Stat. 
583; 44 U.S. C. 392) 

The first part of this section merely retains provisions of previous law (44 
U. S. C. 300d and Public Law 152, sec. 104 (a)) relating to the custody and 
ontrol of the National Archives Building and its contents. The second 
part provides the Administrator with the necessary authority to enable him to 
lesign, construct, and maintain buildings for the storage of records, including 
records centers as provided in section 505 (d). 
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NATIONAL HISTORICAL PUBLICATIONS COMMISSION 


Sec. 503. (a) There is hereby created a National Historical Pub! 
cations Commission consisting of the Archivist (or an alternate desig. 
nated by him), who shall be Chairman; the Librarian of Congress 
(or an alternate designated by him) ; one Member of the United States 
Senate to be appointed, for a term of four years, by the President of 
the Senate; one Member of the House of Representatives to be ay 
pointed, for a term of two years, by the Speaker of the House of 
Representatives: one representative of the judicial branch of the Gov 
e, Unent to be appointed, for a term of four years, by the Chief Justice 
of the United States: one representative of the Department of State 
to be appointed, for a term of four years, by the Secretary of State: 
one representative of the Department of Defense to be appointed, for 
a term of four years, by the Secretary of Defense: two members of 
the American Historica] Association to be appointed by the council of 
the said association, one of whom shall serve an initial term of two 
years and the other an initia] term of three years, but their successors 
shall be appointed for terms of four years; and two other members 
outstanding in the fields of the social or physical sciences to be ap 
pointed by the President of the United States, one of whom shall serve 
an initial term of one year and the other an initial term of three years, 
but their successors shal] be appointed for terms of four years. Thi 
Commission shall meet annually and on call of the ¢ ‘hairman., 

(b) Any person appointed to fill a vacancy in the membership of 
the Commission shall be appointed only for the unexpired term of the 


member whom he shal] succeed, and his appointment shall be made 
in the same manner in which the appointment of his predecessor was 


made. 

(c) The Commission is authorized to appoint, without reference to 
the Classification Act of 1949 (Public Law 429. gist Congress, ap- 
proved October 28, 1949). an executive director and such editorial] 
and clerical staff as the Commission may determine to be necessary, 
Members of the Commission who represent any branch or agency of 
the Government shall serve as members of the Commission without 
additional compensation. All members of the Commission shall be 
reimbursed for ‘ransportation expenses incurred in attending meet- 
ings of the Commission, and al] such members other than those who 
represent any branch or agency of the Government of the United 
States shall receive in lieu of subsistence en route to or from or at 
the place of such service, for each day actually spent in connection 
with the performance of their duties as members of such Commission. 
such sum, not to exceed $25, as the ( ‘ommission shal] prescribe, 

(d) The Commission shall make plans, estimates, and recommenda- 
tions for such historical] works and collections of sources as it deems 
appropriate for printing or otherwise recording at the public expense, 
The Commission shall also cooperate with and encourage appropriate 
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deral, State, and local agencies and nongovernmental institutions, 
ieties, and individuals in collecting and preserving and, when it 
eems such action to be desirable, in editing and publishing the papers 
f outstanding citizens of the United States and such other documents 
may be important for an understanding and appreciation of the 
story of the United States. The Chairman of the Commission shal] 
transmit to the Administrator from time to time, and at least once 
nnually, such plans, estimates, and recommendations as have been 
pproved by the Commission. 


eR A ee am am 


ANALYSIS 


ction 503. National Historical Publications Commission (as added by sec. 6 (d), 
64 Stat. 583; 44 U. S. C. 393) 


(a) Organization of Commission.—This subsection reconstituted the former 
National Historical Publications Commission with a different and an enlarged 
nembership that includes representation of the three branches of the Government 
ind the public, and also provides for staggering of the terms of the membership 

The authority of the Congress to receive proposals of the Commission was 

ansferred by subsection 503 (d) of this Act to the Administrator, which was 
me reason for including representatives of the legislative branch in the 
Commission’s membership. 

(b) Vacancies on Commission.—This subsection provides for the filling of 
vacancies on the Commission in conformity with the staggered membership of the 
Commission. 

(c) Staff for Commission, compensation, etc.—This subsection provides for 
the appointment of a staff for the Commission, for limited compensation for mem 
bers of the Commission representing the public, and for the reimbursement of 
all members for transportation expenses incurred in attending meetings. The 
Commission will be required to obtain funds for its activities through regular 
annual appropriations by the Congress 

(d) Duties of Commission.—This subsection sets forth the duties of the Com 
mission. The language used in the first three lines appeared in previous law. 
The Commission's duties have been expanded, however, to include the proposal 
made by the President in his speech at the Library of Congress on May 17, 1950, 
to encourage and assist private agencies in collecting, editing, and publishing the 
papers of Americans who have made major contributions to the development of 
our national culture. The last sentence of this subsection provides for transmis 
sion to the Administrator (instead of to the Congress as called for in previous 
law) of the Commission's plans, estimates, and recommendations. 
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FEDERAL RECORDS COUNCIL 


Sec. 504. The Administrator shall establish a Federal Records 
Council, and shall advise and consult with the Council with a view 
to obtaining its advice and assistance in carrying out the purposes 
of this title. The Council shall include representatives of the legisla- 
tive, judicial, and executive branches of the Government in such num- 
ber as the Administrator shall determine, but such Council shall 
include at least four representatives of the legislative branch, at least 
two representatives of the judicial branch, and at least six representa- 
tives of the executive branch. Members of the Council representing 
the legislative branch shall be designated, in equal number, by the 
President of the Senate and the Speaker of the House of Representa 
tives, respectively. Members of the Council representing the judicial 
branch shall be designated by the Chief Justice of the United States. 
The Administrator is authorized to designate from persons named 
by the head of any executive agency concerned, not more than one 
representative from such agency to serve as a member of the Council. 
Members of the Council shall serve without compensation, but shal] 
be reimbursed for all necessary expenses actually incurred in the 
performance of their duties as members of the Council. The Council 
shall elect a chairman from among its own membership, and shall 
meet at least once annually. 


ANALYSIS 


Section 504. Federal Records Council (as added by sec. 6 (d), 64 Stat. 583; 44 
U. S. C. 394) 

This section provides for the establishment by the Administrator of a Federal 
Records Council composed of representatives, in the number determined by the 
Administrator subject to fixed minima, of the legislative, executive, and judicial 
branches of the Government, but not more than one member may be appointed 
from any particular executive agency. The Administrator is required to advise 
and consult with said Council in carrying out the purpose of title V. The former 
National Archives Council ceased to exist by virtue of section 7 (d) of Public 
Law 754. The new Council elects its own chairman and is required to meet 
at least once annually. 
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RECORDS MANAGEMENT; THE ADMINISTRATOR 


Sec. 505. (a) The Administrator shall make provisions for the 

onomical and efficient management of records of Federal agencies 
(1) by analyzing, developing, promoting, and coordinating standards, 
procedures, and techniques designed to improve the management of 
records, to insure the maintenance and security of records deemed 
appropriate for preservation, and to facilitate the segregation and 
disposal of records of temporary value, and (2) by promoting the 
eflicient and economical utilization of space, equipment, and supplies 
needed for the purpose of creating, maintaining, storing, and servicing 
rec ords. 

(b) The Administrator shall establish standards for the selective 
retention of records of continuing value. and assist Federal agencies in 
ipplying such standards to records in their custody; and he shall notify 
the head of any Federal agency of any actual, impending, or threat- 
ened unlawful! removal, defacing, alteration, or destruction of records 
n the custody of such agency that shall come to his attention, and 
issist the head of such agency in initiating action through the Attorney 
General for the recovery of such records as shall have been unlawfully 
removed and for such other redress as may be provided by law. 

(c) The Administrator is authorized to inspect or survey person- 
ally or by deputy the records of any Federal agency, as well as to make 
surveys of records management and records disposal practices in such 
igencies, and shall be given the full cooperation of officials and 
employees of agencies in such inspections and surveys: Provided, 
That records, the use of which is restricted by or pursuant to law or 
for reasons of national security or the public interest, shall be inspected 
or surveyed in accordance with regulations promulgated by the Ad- 
ministrator, subject to the approval of the head of the custodial agency. 

(d) The Administrator is authorized to establish, maintain, and 
operate records centers for the storage, processing, and servicing of 
records for Federal agencies pending their deposit with the National 
Archives of the United States or their disposition in any other manner 
authorized by law; and to establish, maintain, and operate centralized 
microfilming services for Federal agencies. 

(e) Subject to applicable provisions of law, the Administrator 
shall promulgate regulations governing the transfer of records from 
the custody of one executive agency to that of another. 

(f) The Administrator may empower any Federal agency, upon 
the submission of evidence of need therefor, to retain records for a 
longer period than that spec ‘ified in _ 0sal schedules approved by 
Congress, and, in accordance with regulations promulgated by him, 
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may withdraw disposal authorizations covering records listed in d 
posal schedules approved by Congress. 


ANALYSIS 


Section 505. Records munagement ; the 
64 Stat. 588; 44 U.S. C. 395) 

(a) Coordination and improvement of procedures and techniques.—This sub 
section vests the Administrator with staff responsibility for coordinating and 
improving standards, procedures, and techniques with respect to all three areas 
of records management in the Federal Government—(1) the creation of records 
(2) the maintenance of current records, and (3) the retirement and disposa 
of records when no longer needed for current operations. In each area the 
Administrator is directed to develop improved practices and promote thei: 
adoption by all Federal agencies. 

(b) Establishment of standards for selective retention of records—This sub 
section requires the Administrator to establish standards for the guidance o 
Federal agencies in determining the classes and types of records that should 
be retained and those that should be disposed of; and to assist agencies in the 
application of such standards. It also charges the Administrator with respon 
sibility for assisting agency heads in protecting the records of their agencies 
against unauthorized physical damage or removal. 

(c) Inspection and survey of records.—This 
statutory authority (44 U. S. C. 300e 





{dministrator (as added by sec. 6 (d), 

































































subsection continues previous 
and Public Law 152, sec. 104 (a)) 
but provides a limitation with respect to surveying or inspecting records the us¢ 














of which is restricted by law or for reasons of national security or the publi 
interest. 








The power to inspect or survey, in person or by a deputy, enables the 
Administrator to obtain first-hand information concerning records management 
problems and programs in Federal agencies, in order that he may carry out 
the duties imposed on him by the provisions of title V. 

(d) Establishment and operation of records centers.—This subsection clarifies 
and expands the provisions of section 104 (c) of Public Law 152. The economies 
made possible through the establishment of records centers for the maintenance 
of records which must be retained for varying periods of time, but which need not 
be maintained in office space and equipment, have been amply proven by the 
experience of the military agencies and others during the last few years. The 
need for centralized facilities was emphasized by the Commission on Organiza 
tion of the Executive Branch of the Government, and this subsection carries 
out the Commission’s recommendations. The subsection also contains a new 
provision authorizing the Administrator to establish, maintain, and operate 
centralized microfilming services for Federal agencies. 


(e) Inter-agency transfer of records.—This subsection is 
provision 



























































a new statutory 
The central staff responsibility for records management placed with 
the Administrator by title V makes it entirely logical that, except to the extent 
otherwise provided by law, authority to issue regulations governing the inter- 
agency transfer of records should also be vested in the Administrator. 

(f) Retention of records for longer periods, etc.—This is a new provision 
and the authority granted therein is needed to meet changing needs and condi 
tions in the application of disposal schedules. Under previous statutory author- 
ity, retention periods specified in all except general disposal schedules were 
mandatory. This subsection authorizes the Administrator to extend retention 
periods upon submission of evidence of need therefor, and to promulgate regula 
tions governing the withdrawal of disposal authority. 
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RECORDS MANAGEMENT); AGENCY HEADS 


Sec. 506. (a) The head of each Federal age ney shall cause to be 
ade and preserved records containing adequate and proper docu 
entation of the organization, functions, policies, decisions, pro 
edures, and essential transactions of the agency and designed to 
irnish the information necessary to protect the ‘legal and financial 
rights of the Government and of persons directly affected by the 
gency’s activities. 
(b) The head of each Federal agency shall establish and maintain 
ictive, continuing program for the economical and efficient manage 
ent of the records of the agency. Such program shall, among other 
ngs, provide for (1) effective controls over the creation, mainte 
ince. and use of records in the conduct of current business; (2) 
ooperation with the Administrator in applying standards, procedures, 
d techniques designed to improve the management of records, pro 
mote the maintenance and security of records deemed appropriate for 
preservation, and facilitate the segregation and disposal of records of 
nporary value; and (3) compliance with the provisions of this 
le and the regulations issued thereunder. 
c) Whenever the head of a Federal agency determines that sub 
tantial economies or increased operating efficiency can be effected 


thereby, he shall provide for the storage, processing, and servicing of 
ords that are appropriate therefor in a records center maintained 

id operated by the Administrator or, when approved by the Admin- 
} 


trator, in such a center maintained and operated by the head of su 


deral agency 
(d) Any official of the Government who is aut] or zed to cert fy 
facts on the basis of records in his custody, Is hereby authorized te 
rtify to facts on the basis of records that have been transferred 
m or his predecessors to the Administrator 
e) 7 head of each Federal agency shall establish such safe 
ards against the removal or loss of records as he shail determine 
be necessary and as may be required by regulations of the Admin 
strator. Such safeguards shall include making it known to all offi- 
als and employees of the agency (1) that no re oa n the custody 
f the agency are to be alienated or destroyed ex ccept in accordance 
th the provisions of the Act approved July 7, 1943 (57 Stat. 380 
83), as amended July 6, 1945 (59 Stat. 434), and (2) the penalties 
provided by law for the unlawful removal or destruction of records 
¢f) The head of each Federal agency shall notify the Administra 
tor of any actual, impending, or threatened unlawful removal, defa 
ng, alteration, or destruction of records in the custody of the agency 
f which he is the head that shall come to | atte nm. and 
e assistance of the Administrator shall initiate a through 
Attorney General for the recovery of records h« r | 
believe have been ut wfully Tren | f 


t) 
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any other Federal agency whose records have been transferred to his 
legal custody. 

(g) Nothing in this title shall be construed as limiting the author 
ity of the Comptroller General of the United States with respect t 
prescribing accounting systems, forms, and procedures, or lessening 
the responsibility of collecting and disbursing officers for renditio1 
of their accounts for settlement by the General Accounting Office. 


ANALYSIS 


Section 506. Records management; agency heads (as added by sec. 6 (d), 64 
Stat. 588; 44 U. S. C. 396) 

The vesting of primary responsibility for records management in the Admin 
istrator of General Services does not relieve other Federal agencies of their 
duties in this field. On the contrary, this section places squarely upon the head 
of each Federal agency the direct obligavion to take active part in bringing about 
efficient records management. Every Federal agency, particularly those wit} 
large accumulations of records, is to cooperate with the Administrator to th 
utmost in reducing costs in this field. 

(a) Making and preservation of records.—Previously, specific laws directed 
the heads of certain agencies to create and maintain certain records, but there 
was no general requirement that Federal agencies maintain adequate records 
This subsection provides a general declaration by the Congress on the subject 

(b) Continuing programs for efficient records management.—This subsectior 
covers, in greater detail, part of the ground covered by Executive Order 9784, 
11 F. R. 10909, but it also extends coverage to all Federal agencies and spells 
out the responsibilities of agency heads with respect to records management 
programs. As the Commission on Organization of the Executive Branch of th« 
Government pointed out, many agencies paid only lip service to the Executive 
Order. The providing of a statutory basis for agency records management pr 
grams should strengthen them immeasurably. 

(c) Records centers.—This subsection is new. It provides the centralized 
control of records centers recommended by the Commission on Organization of 
the Executive Branch of the Government, and gives a statutory basis for the 
establishment of centers as needed. If the agency can show that economy a! 
efficiency of operation can best be served by permitting it to operate its ow 
centers, the Administrator may permit the agency to do so, but the Administrator 
may also establish centers under his own jurisdiction and receive in them the 
records of any Federal agency. 

(d) Certifications on basis of records transferred to Administrator.—This 
subsection continues authority contained in section 8a of the National Archives 
Act (44 U. 8. C. 300h-1). 

(e) Safeguards against removal or loss of records—This subsection requires 
heads of Federal agencies to provide proper safeguards for the protection of 
records in their custody as may be necessary and as may be required by regula 
tions of the Administrator, and to make these safeguards known to all suc} 
agency officials and employees. 

(f) Cooperation with Administrator in protection of records.—This subsec 
tion requires that heads of Federal agencies cooperate with the Administrator 
in protecting the records of their agencies against unauthorized physical damage 
or removal. The Administrator’s responsibilities in this area are defined in the 
second part of subsection 505 (b). 

(g) No restriction on Comptroller General, etc.—This subsection is designed 
to insure that the provisions of title V will impose no limitations upon the exer 
cise of certain functions by the Comptroller General nor lessen the existing re 
sponsibility of collecting and disbursing officers for rendition of their accounts 
to the General Accounting Office. 
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ARCHIVAL ADMINISTRATION 


Sec. 507. (a) The Administrator, whenever it appears to him to be 
the public interest, is hereby authorized 

(1) to accept for deposit with the National Archives of the 
United States the records of any Federal agency or of the Con- 
gress of the United States that are de ‘termined by the Archivist to 
have sufficient historical or other value to warrant their continued 
preservation by the United States Government ; 

(2) to direct and effect, with the approval of the head of the 
originating agency (or if the existence of such agency shall have 
been terminated, then with the approval of his successor in func- 
tion, if any), the transfer of records deposited (or approved for 
deposit) with the National Archives of the United States to public 
or educational institutions or associations : Provided, That the title 
to such records shall remain vested in the United States unless 
otherwise authorized by Congress; and 

(3) to direct and effect the transfer of materials from private 
sources authorized to be received by the Administrator by the 
provisions of subsection (e) of this section. 

(b) The Administrator shall be responsible for the custody, use, 

d withdrawal of records transferred to him: Provided, That when- 
ever any records the use of which is subject to statutory limitations 
nd restrictions are so transferred, permissive and restrictive statutory 
provisions with respect to the examination and use of such records 
pplicable to the head of the agency from which the records were 
insferred or to employees of that agency shall thereafter likewise 
mee able to the Administrator, the Archivist, and to the employees 

vf i reneral Services Administration, respectively: Provided fur- 
, That whenever the head of any agency shall specify in writing 
restrictions that appear to him to be necessary or desirable in the public 
nterest, on the use or examination of records being considered for 
transfer from his custody to the Administrator, the Administrator 
shall impose such restrictions on the records so transferred, and shall 
not remove or relax such restrictions without the concurrence in writ- 
ng of the head of the agency from which the material shall have been 
transferred (or if the existence of such agency shall have been ter- 
minated, then he shall not remove or relax such restrictions without 
the concurrence of the successor in function, if any, of such agency 
head): Provided, however, That statutory and other restrictions 
referred to in the provisos of this subsection shall not remain in force 
or effect after the records have been in existence for fifty years unless 
the Administrator by order shall determine with respect to specific 
bodies of records that such restrictions shall remain in force and 
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effect for a longer period: And provided further, That restrictions o1 

the use or examination of records deposited with the National Archives 

of the United States heretofore eens and now in force and effect 

under the terms of section 3 of the National Archives Act, ny 
June 19, 1934, shall continue in force and effect regardless of t! 
expiration of the tenure of office of the official who imposed them but 
may be removed or relaxed by the Administrator with the concurren 
in writing of the head of the agency from which material has bee: 
transferred (or if the existence of such agency shall have been te: 
minated, then with the concurrence in writing of his successor 
function, if any). 

(c) The Administrator shall make provisions for the preservation. 
arrangement, repair and rehabilitation, duplication and reproductio 
(including microcopy publications), description, and exhibition of 
records or other documentary material transferred to him as may be 
needful or appropriate, including the preparation and publication of 
inventories, indexes, catalogs, and other finding aids or guides facili 
tating their use; and he may also prepare guides and other finding aids 
to Federal records and, when approved by the National Historical Pub- 
lications Commission, publish such historical works and collections of 
sources as seem appropriate for printing or otherwise recording at th 
public expense. 

(d) The Administrator shall make such provisions and maintaii 
such facilities as he deems necessary or desirable for servicing records 
in his custody that are not exempt from examination by statutory 
provisions or other restrictions, 

(e) The Administrator may accept for deposit— 

(1) the personal papers and other personal historical docu 
mentary materials of the present President of the United States, 
his successors, heads of executive departments, and such other 
officials of the Government as the President may designate, offered 
for deposit under restrictions respecting their use specified i 
writing by the prospective depositors: Provided, That restric 
tions so specified on such materials, or any portions thereof, 
accepted by the Administrator for such deposit shall have force 
and effect during the lifetime of the depositor or for a period 
not to exceed twenty-five years, whichever is longer, unless soone! 
terminated in writing by the depositor or his legal heirs: And 
provided further, That the Archivist determines that the mate 
rials accepted for such deposit will have continuing historical o1 
other values; 

(2) documents, including motion-picture films, still pictures, 
and sound recordings, from private sources that are appropriate 
for preservation by the Government as evidence of its organiza 
tion, functions, policies, decisions, procedures, and transactions. 

Title to materials so deposited under this subsection shall pass to and 
vest in the United States. 

(f) The Administrator is hereby authorized to make and preserve 
motion-picture films, still pictures, and sound recordings pertaining té 
and illustrative of the historical development of the United States 
Government and its activities, and to make provisions for preparing, 
editing, titling, scoring, processing, duplicating, reproducing, exhibit- 
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ng, and releasing for nonprofit educational purposes, motion-picture 
films, still pictures, and sound recordings in his custody. 







oe 
ANALY 












583, and 





Section 507. Archival administration (as added by sec. 6 (d), 64 Stat 
as amended by sec. 1 (0), (p), 66 Stat. 594; 44 U.S. C. 3! 





397 ) 






1) Deposit of records with National Archives, transfer of records to public 
nstitutions, and transfers of materials from private sources.—Paragraph (1) of 
this subsection provides for the acceptance of records of the Government having 
sufficient value to warrant their continued preservation with the National 
archives of the United States. It places responsibility on the Archivist to de 
ermine professionally whether have sufficient value to warrant thei! 
leposit with the National Archives 

Paragraph (2) of this subsection authorizes the transfer, with the approval of 

originating agency, of records deposited, or approved for deposit, with the 
National Archives to public or educational institutions. This would enable the 
\dministrator to provide for the loan or indefinite transfer of records under 
proper safeguards to State archival agencies or educational institutions. Title 

such records would, however, remain vested in the United States unless 
therwise authorized by Congress. 

Paragraph (3) of this subsection authorizes the Administrator to effect the 
transfer of materials from private sources when acceptable for deposit under 
the provisions of subsection (e) of section 507. 

(b) Responsibility of Administrator for records; restrictions on use thereof. 
This subsection makes the Administrator responsible for the custody, use, and 
withdrawal of records transferred to him. it contains four provisos respecting 
estrictions on the use of records, three of which continued in substance provi- 
sions of preexisting law. The third proviso is new. It provides for terminating 

restrictions (referred to in this subsection) after the records to which they 
ire applicable have been in existence for 50 years unless otherwise determined 
by the Administrator with respect to specific bodies of records. This proviso 
vould enable the Administrator to extend the restricted period on a proper show 
ing of need for such extension, but would otherwise provide a general repeal 
lause to statutory and other restrictions governing the use of records by scholars 
ind the public generally. 

(c) Preservation, arrangement, exhibition, etc., of or other docu 
mentary material.—This subsection as introduced into the Act, as part of title V, 
by section 6 (d) of Public Law 754 of the Slst Congress, approved September 5, 
1950, read as follows: 

“(c) The Administrator shall make provisions for the 
arrangement, repair and rehabilitation, duplication and reproduction 
cluding microcopy publications), description, and exhibition of records trans 
ferred to him as may be needful or appropriate, including the preparation 
and publication of inventories, indexes, catalogs, and other finding aids o1 
guides facilitating their use; and, when approved by the National Historical 
Publications Commission, he may also publish such historical works and 
collections of sources as seem appropriate for printing or otherwise recording 
at the public expense.” 
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The subsection as enacted in Public Law 754 continued in substance the pro 
visions of preexisting law respecting the security, rehabilitation, arrangement 
reproduction, and description of records transferred to the Administrator. The 





performance of the functions authorized by its provisions is essential to efficient 
and economical archival administration. The last part of the subsection per 
mitted the Administrator to publish historical works approved by the National 
Historical Publications Commission whenever he deems it appropriate 

Subsection (0) of section 1 of Public Law 522 of the 82nd Congress, 






approved 












July 12, 1952, amended the above quoted text by inserting after “records” the 
words “or other documentary material”, by inserting after “use;” the language 
and he may also prepare guides and other finding aids to Federal records”, and 






One purpose of the 
preserve, dupli 
papers of the 
) of the Act 


by deleting after “Commission” the words “he may also 
amendment was to clarify the authority of the Administrator to 
cate, and exhibit documentary as the personal 


President and other Government officials specified in section 507 (e 






such 






materia 
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This documentary material may not technically constitute “records” when trans 
ferred, but becomes so when accepted. The amendment also authorized the 
Administrator to prepare guides and other finding aids to Federal records which 
may not have been transferred to him. Such authority has been included in 
annual appropriation acts for some years. Permanent authority will promote 
better records management 

(d) Servicing records.—This subsection continues authority in preexisting law 
for providing reference service on records in the custody of the Administrator 

(e) Acceptance for deposit of personal papers of President and other high level 
Government officials, and of certain documents, including films, pictures, and 
sound recordings.—Paragraph (1) of this subsection is a new provision that 
would make it possible for the personal papers and other personal historical 
documentary materials (motion pictures, sound recordings, etc.) of the President 
and other high level Government officials to be preserved by the Government 
with related official records. 

Documents of this character, when they can be properly released for scholarly 
research, frequently constitute the most valuable of all the source materials of 
history. Their preservation in official custody is highly desirable, but is not 
likely to occur unless adequate assurance is provided that their privacy will not 
be jeopardized for a reasonable period of time. The restriction on the use of 
such materials provided in this paragraph is designed to assure this privacy 

Paragraph (2) of this subsection provides for the transfer of documents, in 
cluding motion-picture films, still pictures, and sound recordings, from private 
sources that are appropriate for preservation by the Government. The pro 
visions of law in effect prior to enactment of Public Law 754 permitted the a 
ceptance from private sources of motion-picture films and sound recordings “per 
taining to and illustrative of historical activities of the United States.” Public 
Law 754 extended the categories of materials covered to include still pictures 
The words “documents, including” appearing at the beginning of this paragraph 
and the comma following the word “reeordings” were inserted by subsection (p) 
of section 1 of Public Law 522 of the 82d Congress, approved July 12, 1952. The 
purpose of inserting the term “documents” was to clarify the authority of the 
Administrator to accept from private sources appropriate documentary material 
relating to the operations of the Government. Prior to the amendment the para 
graph provided that he might accept merely motion-picture films, still pictures 
and sound recordings. ‘The character of materials that may be accepted is, how 
ever, restricted to those that are appropriate for preservation as evidence of 
the organization, functions, policies, decisions, procedures, and transactions of 
the Government. 

Title to the materials deposited under this subsection (e) shall vest in the 
United States. 

(f) Making, preservation, reproducing, exhibiting, etc., of motion-picture films 
still pictures, and sound recordings.—The first part of this subsection is new and 
authorizes the making of motion-picture films, still pictures, and sound record 
ings pertaining to or illustrative of the historical cevelopment of the United 
States Government and its activities. Governmental events of historical im 
portance frequently occur of which no photographic or phonographic records are 
made, or, if made by commercial or other private concerns, are not made availabl 
for deposit with the written records of the event. This provision authorizes the 
Administrator to make a sound recording of an important speech, or a photo 
graph or motion-picture of an official ceremony, and deposit the recording or 
photograph with official records in his custody. 

The last part of this subsection provides a permanent statutory charter for 
certain activities relating to motion-picture films previously authorized by sub 
stantive language appearing in annual appropriation acts. They are extended 
by this provision to apply also to still pictures and sound recordings. The 
performance of these activities is essential to the proper preservation, administra 
tion, and use of motion-picture films, still pictures, and sound recordings. 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 
REPORTS 


Sec. 508. (a) The Administrator is hereby authorized, whenever 
deems it necessary, to obtain reports from Federal agencies on their 
tivities under the provisions of this title and the Act approved July 
1948 (57 Stat. 380-383), as amended July 6, 1945 (59 Stat. 434). 
b) The Administrator shall, whenever he finds that any provi 
s of this title have been or are being violated, inform in writing 


e head of the agency concerned of such violations and make recom 


dations regarding means of correcting them. Unless corrective 
easures satisfactory to the Administrator are inaugurated within a 
isonable time, the Admu tol hall iomit a written report 
ereon to the President and t 


m 508 Re p ris as adds ] by sé 

Reports from Fedcral agencies on their activitic his subsection au 
rizes the Administrator to obt: repo rol ncies on thei 
ivities under the provisions of this title and th rd posal Act Suc! 
orts will facilitate the performance of the 
sted in the Administrator by the provisions of title 
,} Action by Adm Vile itor regard } ‘ [ 
tion 18 to minimize 
ninistrator to age! 


r reports by the Administrator to the President and th 
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LEGAL STATUS OF REPRODUCTIONS 


Sec. 509. (a) Whenever any records that are required by statute 
be retained indefinitely have been reproduced by photographic, mic 
photographic, or other processes, in accordance with standards esta 
lished by the Administrator, the indefinite retention of such phot: 
grap hic, microphotographic, or other re productions will be deeme dt { 
constitute compliance with the statutory requirement for the indefi: 
retention of such original records. Such reproductions, as well ; 
reproductions made in compliance with regulations prommlented t 
carry out this title, shall have the same legal status as the orig 
thereof. 

(b) There shall be an official seal for the Nationa! Archives of 1 
United States which shall be judi ( ially noticed. oe any copy 
reproduction, furnished under the terms hereof, is authenticated | 
such official seal and certified by the Administrator, suc h copy or re as 
duction shall be admitted in evidence equally with the original f 
which it was made. 

(c) The Administrator may charge a fee not in excess of 10 | 
centum above the costs or expenses for making or authenticating copik 
or reproductions of materials transferred to his custody. All such fee 
shall be paid into, administered, and expended as a part of the Nation 
\rchives Trust Fund provided for in section 5 of the Act approvi 
July 9,1941. There shall be no charge for making or authenticating 
copies or reproductions of such materials for official use by the United 
States Government: Provided, That reimbursement may be accepted 
to cover the cost of furnishing such copies or reproductions that cou 
not otherwise be furnished. 


ANALYSIS 


Section 509. Legal status of reproductions (as added by sec. 6 (d), 64 Stat 
44 U.S. C. 399) 

(a) Reproduced records to have same legal status as originals.—The | 
isicns of this subsection are new. Some paper records are required by stat 
to be retained indefinitely. This subsection makes certain that retention of 
records on microfilm, rather than in paper form, will have statutory autho. 
ion; and also gives such microfilm reproductions, as well as other reproduct 
made in accordance with the provisions of title V, the same legal status as 
of the original records. 

(b) National Archives seal; authentication of copies and reproductions l} 
subsection continued the provisions of previous law with respect to an officia 
seal of the National Archives of the United States and the admission in evidence 
of authenticated reproductions of records in the custody of the Administrator. It 
provisions are necessary to provide adequately for the servicing of records 

(c) Fees for making or authenticating copies or reproductions.—This sul 
section continued the provisions of preexisting law with vespect to fees for re 
productions of records. ‘The proviso at the end of the subsection is new, and its 
purpose is to permit the furnishing of reproductions that might be vital to th 
interest of the Government at times when funds necessary for furnishing the 
were unavailable to the Administrator. 
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LIMITATION ON LIABILITY 


Sec. 510. With respect to letters and other intellectual productions 
exclusive of material copyrighted or patented) after they come into 
he custody or possession of the Administrator, neither the United 
States nor its agents shall be liable for any infringement of literary 
roperty rights or analogous rights arising thereafter out of use of 

ch materials for display, inspection, research, reproduction, or other 


ul poses. 


ANALYSIS 


ection 510, Limitation on liability (as added by sec. 6 (d), 64 Stat. 583; 44 
U. S. GC. 400) 

rhe Federal Tort Claims Act (28 U.S. C. ch. 171) in effect gives general consent 
or tort suits against the Government with certain exceptions that are set forth 

section 2680 of the chapter. The purpose of section 510 is to extend those 
xceptions so that the United States and its agents will not be liable for any 
fringement of literary property rights that might result from the use of letters 
nd other material (exclusive of material copyrighted or patented) after they 
me into the custody of the Administrator 


SYS88 O—54—prt. 2 
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DEFINITIONS 


Sec. 511. When used in this title 

(a) The term “records” shall have the meaning given to such ter 
by section 1 of the Act entitled “An Act to prov ide for the disposal « 
certain records of the United States Government”, approved July é 
1943 (57 Stat. 380, as amended ; 44 U.S.C. 366) ; 

(b) The term “records center” means an establishment maintaine 
by the Administrator or by a Federal agency primarily for the sto: 
age, servicing, security, and processing of records that must be pri 
served for varying periods of time and need not be retained in offic: 
equipment and space ; 

(c) The term “servicing” means making available for use info 
mation in records and other materials in the custody of th 
Administrator 

(1) by furnishing such records or other materials, or infor 
mation from such records or other materials, or copies or repro 
ductions thereof to agencies of the Government for official uss 
and to the public; and 

(2) by making and furnishing authenticated or unauthenti 
cated copies or reproductions of such records and other materials 

(d) The term “National Archives of the United States” means 
those official records that have been determined by the Archivist t 
have sufficient historical or other value to warrant their continued 
preservation by the United States Government, and have been accepted 
by the Administrator for deposit in his custody ; 

(e) The term “unauthenticated copies” means exact copies or repro 
ductions of records or other materials that are not certified as su 


under seal and that need not be legally accepted as evidence; and 
(f) The term “Archivist” means the Archivist of the United States 


ANALYSIS 


Nection 511. Definitions (as added by sec. 6 (d), 64 Stat. 583; 44 U. S. C. 401) 
This section provides a clear understanding as to the meaning of the terms 
‘records”, “records center’, “servicing”, “National Archives of the United 
States’, “unauthenticated copies”, and “Archivist”, as used in title V. 
Section 1 of the Act approved July 7, 1948, cited in subsection (a), 
follows: 

“That when used in this Act, the word ‘records’ includes all books, papers 
maps, photographs, or other documentary materials, regardless of physica 
form or characteristics, made or received by any agency of the United States 
Government in pursuance of Federal law or in connection with the transac 
tion of publie business and preserved or appropriate for preservation by that 
agency or its legitimate successor as evidence of the organization, functions 
policies, decisions, procedures, operations, or other activities of the Govern 
ment or because of the informational value of data contained therein 
Library and museum material made or acquired and preserved solely for 
reference or exhibition purposes, extra copies of documents preserved only 
for convenience of reference, and stocks of publications and of processed 
documents are not included within the definition of the word ‘records’ as 
used in this Act.” 
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TITLE VI—GENERAL PROVISIONS 
APPLICABILITY OF EXISTING PROCEDURES 


Sec. 601. All policies, procedures, and directives prescribed— 

(a) by either the Director, Bureau of Federal Supply, or the 
Secretary of the Treasury and relating to any function trans 
ferred to or vested in the Administrator, by the provisions of this 
Act; 

(b) by any officer of the Government under the authority of 
the Surplus Property Act of 1944, as amended, or under other 
authority with respect to surplus property or foreign excess 
property ; 

(c) by or under authority of the Federal Works Administra- 
tor or the head of any constituent agency of the Federal Works 
Agency; and 

(d) by the Archivist of the United States or any other officer 
or body whose functions are transferred by title I of this Act, 

n effect upon the effective date of this Act and not inconsistent here- 
with, shall remain in full force and effect unless and until superseded, 
or except as they may be amended, under the authority of this Act or 
inder other appropriate authority. 


ANALYSIS 
TITLE VI. GENERAL PROVISIONS 


This title was numbered V in Public Law 152 as originally enacted, and redesiz- 
nated title VI by section 6 (a) of Public Law 754. Sections 501-505, inclusive, 
constituting title V as originally numbered, were redesignated respectively as 
sections 601-605, inclusive, of the Act, by section 6 (b) of Public Law 754. 

Where the text of title VI is found in the United States Code, reference thereto 
s made in the respective analyses of the sections, or subsections of the title. 
(Absence of such notation indicates that the text is not set forth in the United 
States Code. 


Section 601, Applicability of existing procedurcs (Sec. 501, 63 Stat. 399, re 
numbered sec. 601 by sec 6 (b), 64 Stat. 583; 40 U. S. C. 473) 

This section continued in effect all existing policies, procedures, and directives 
until superseded or amended under authority of the Act. See paragraph 1 of the 
letter of the President, dated July 1, 1949. to all executive agencies. set forth in 
Appendix B. 
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REPEAL AND SAVING PROVISIONS 


Sec. 602. (a) There are hereby repealed— 

(1) the Surplus Property Act of 1944, as amended (except 
sections 13 (d), 13 (g), 13 (h), 28, and 32 (b) (2)), and sections 
501 and 502 of Reorganization Plan Numbered 1 of 1947: Pro 
vided, That, with respect to the disposal under this Act of any 
surplus real estate, all priorities and preferences provided fo1 
in said Act, as amended, shall continue in effect until 12 o’clock 
noon (eastern standard time), December 31, 1949; 

(2) that portion of the Act entitled “An Act making supple- 
mental appropriations for the Executive Office and sundry inde 
pendent executive bureaus, boards, commissions, and offices, for 
the fiscal year ending June 30, 1949, and for other purposes”, 
approved June 30, 1948 (Public Law 862, Eightieth Congress), 
as amended, appearing under the caption “Surplus property 
disposal” ; 

(3) the Act entitled “An Act to authorize the Secretary of War 
to dispose of material no longer needed by the Army”, approved 
February 28, 1936 (49 Stat. 1147; 10 U.S. C. 1258) ; 

(4) the Act entitled “An Act to authorize the Secretary of the 
Navy to dispose of material no longer needed by the Navy”, ap 
proved May 23, 1930, as amended (46 Stat. 378; 34 U.S. C. 546¢) ; 

5) section 5 of the Act of July 11,1919 (41 Stat. 67; 40 U.S.C. 
311); 

6) the first and second provisos contained in the fifth para 
graph under the heading “Division of Supply” in section 1 of the 
Act of December 20, 1928 (45 Stat. 1030; 40 U.S. C. 311la) ; 

(7) the Act entitled “An Act to authorize the Secretary of the 
Army, the Secretary of the Navy, and the Secretary of the Air 
Force to donate excess and surplus property for educational 
purposes”, approved July 2, 1948 (Public Law 889, Eightieth 
Congress) ; 

(8) section 203 of the Act of June 26, 1943 (57 Stat. 195. as 
amended; 5 U.S. C. 118d-1) ; 

(9) the Act of April 15, 1937 (50 Stat. 64; 5 U.S. C. 118d) ; 

(10) the second proviso contained in the paragraph of the Act 
of August 10, 1912 (37 Stat. 296; 5 U. S. C. 545), headed “Con- 
tingent expenses, Department of Agriculture” ; 

(11) the second proviso contained in the twentieth paragraph 
of section 1 of the Ket of March 2, 1917 (39 Stat. 973; 5 U.S.C. 
494) ; 

(12) the twenty-sixth paragraph under the heading “National 
Parks” of the Act of January 24, 1923 (42 Stat. 1215; 16 
U.S.C. 9) ; 

(13) the fifth paragraph under the heading “Experiments and 
demonstrations in livestock production in the cane-sugar and cot- 
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ton districts of the United States” of the Act of June 30, 1914 
(38 Stat. 441;5 U.S. C. 546); 

(14) the prov iso contained in the second paragraph — the 
heading “Library, Department of Agriculture” of the Act of 
March 4, 1915 (88 Stat. 1107;5 U.S. C. 548) 

(15) the second proviso contained in the second paragraph 
under the heading “Clothing and camp and garrison equipage” 
of section 1 of the Act of August 29, 1916 (39 Stat. 635; 10 U.S.C. 
1271); 

(16) the Act of May 11, 1939 (53 Stat. 739; 10 U.S. C. 1271a) ; 

(17) the fifth paragraph under the heading “Office of the 
Chief Signal Officer” of the Act of May 12, 1917 (40 Stat. 43, as 
amended ; 10 U.S. C. 1272) 

(18) the third proviso contained in the second paragraph un- 
der the heading “Office of the Chief Signal Officer” of the Act of 
March 4, 1915 (38 Stat. 1064; 10 U.S 3.6. 1273) ; 

(19) the fourteenth paragraph under the heading “Smithso- 
nian Institution” of section 1 of the Act of March 3, 1915 (38 Stat. 

839; 20 U.S. C. 66) ; 

(20) the second paragraph under the heading “Government 
hospital for the insane” - section 1 of the Act of August 1, 1914 
(38 Stat. 649; 24 U.S. C. 173) ; 

(21) the second eccamad under the heading “Saint Eliza- 
beths Hospital” of section 1 of the Act of June 12 2, 1917 (40 Stat. 

153 ; 24 U.S. C. 174) ; 

(22) the proviso contained in the second paragraph under the 
heading “Bureau of Supplies and Accounts” of the Act of August 
22, 1912 (37 Stat. 346; 84 U.S.C. 531a) ; 

(2 23) the second proviso of the first paragraph under the head- 
ing “Bureau of Yards and Docks” of the Act of August 29, 1916 

(34 U.S. C. 582) ; 

(24) the proviso contained in the second paragraph under the 
heading “Maintenance, Quartermaster’s Department, Marine 
Corps” of the Act of March 4, 1917 (39 Stat. 1189; 34 U.S. C. 
723) ; 

(25) the twentieth paragraph under the heading “Bureau of 
Mines” of section 1 of the Act of July 19, 1919 (41 Stat. 200; 40 
U.S. C. 118) ; 

(26) the first sentence of section 5 of the Act of March 4, 1915 
(38 Stat. 1161; 41 U.S. C. 26) ; 

(27) the third paragraph eles the heading “Interstate Com 
merce Commission” of section 1 of the Act of August 1, 1914 (38 
Stat. 627; 49 U.S. C. 58) ; 

(28) the Act of June 6, 1941 (55 Stat. 247; 14 U. S.C. 31b) ; 

(29) section 4 of the Act of June 17, 1910 (36 Stat. 531; 41 
J.S.C. 7); 

(30) the Act of February 27, 1929 (45 Stat. 1341; 41 U.S. ¢ 

7a, Tb, 7c, and 7d) ; 

(31) section 1 of the Act of May 14, 1935 (49 Stat. 234; 41 
U.S. C. 7-1) ; 

(32) the Act entitled “An Act to establish a National Archives 
of the United States Government, and for other purposes”, 
approved June 19, 1934 (48 Stat. 1122-1124, as amended ; 

1. S. C. 300, 300a, 300ce—-k) ; and 
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(33) section 4 e the Act of February 3, 1905 
as amended; 5 U. ae he 
(b) There are aa Searels 
(1) the provisions of the first, third, and fifth paragraphs of 
section 1 of Executive Order Numbered 6166 of June 10, 193: 
insofar as they relate to any function now administered by th 
s}ureau of Federal Supply except functions with respect to stand 
ard contract forms; and 
(2) sections 2 and 4 of the Act entitled “An Act to provide for 
the disposal of certain records of the United States Government” 
approved July 7, 1943 (57 Stat. 381, as amended; 44 U.S. C. 367 
and 369), to the extent that the provisions thereof are inconsistent 
with the provisions of title V of this Act. 
(c) The authority conferred by this Act shall be in addition and 
p iramount to any authority conferred by any other law and shall not 
° Subject to the provisions of any law inconsistent herewith, except 
> it sections 205 (b) and 206 (c) of this Act shall not be applicabl 
to any Government corporation or agency which is subject to the 


(33 Stat. 68 





Government Corporation Control Act (59 Stat. 597; 31 U.S. C. 841). 





(d) Nothing in this Act shall impair or affect any authority of— 

(1) the President under the Philippine Property Act of 194: 
(60 Stat. 418; 22 U.S. C. 1381) ; 

(2) any executive agency with respect to any phase (including, 
but not limited to, procurement, storage, transportation, process 
ing, and disposal) of any program conducted for purposes of 
resale, price support, grants to farmers, stabilization, transfer to 
foreign governments, or foreign aid, relief, or rehabilitation: 
Provided, That the agence y carrying out such program shall, to 
the maximum extent practicable, consistent with the fulfillment 
of the purposes of the program and the effective and efficient con 
duct of its business, coordinate its operations with the require- 
ments of this Act and the policies and regulations prescribed 
pursuant thereto ; 

(3) any executive agency named in the Armed Services Pro 
curement Act of 1947, and the head thereof, with respect to the 
administration of said Act; 

(4) the National Military Establishment with respect to prop- 
erty required for or located in occupied territories ; 

(5) the Secretary of Defense with respect to the administration 
of the National Industrial Reserve Act of 1948; 

(6) the Secretary of Defense, the Munitions Board, and the 
Secretaries of the Army, Navy, and Air Force with respect to the 
administration of the Strategic and Critical Materials Stock 
Piling Act (60 Stat. 596), and provided that any imported mate- 
rials which the authorized procuring agency shall certify to the 
Commissioner of Customs to be strategic and critical materials 
procured under said Act may be entered, or withdrawn from 
warehouse, free of duty; 

(7) the reuters of State under the Foreign Service Buildings 
Act of May 7, 1926, as amended; 

(8) the Secretary of the Army, the Secretary of the Navy, and 
the Secretary of the Air Force with respect to the administration 
of section 1 (b) of the Act entitled “An Act to expedite the 
strer oa of the national defense”, approved July 2, 1940 


(54 Stat. 7 12) ; 
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(9) the Secretary of Agriculture or the Department of Agri- 
culture under (A) the National School Lunch Act (60 Stat. 230) ; 
(B) the Farmers Home Administration Act of 1946 (60 Stat. 
1062) ; (C) the Act of August 31, 1947, Public Law 298, Eightieth 
Congress, with respect to the disposal of labor supply centers, 
and labor homes, sien camps, or facilities: (D) section 32 of the 
Act of August 24, 1935 (49 Stat. 774), as amended, with respect 
to the exportation and domestic consumption of agricultural 
products; or (E) section 201 of the Agricultural Adjustment Act 
of 1938 (52 Stat. 36) or section 203 (}) of the Agricultural Mar- 
keting Act of 1946 (60 Stat. 1082) ; 

(10) the etaeans of Agriculture, Farm Credit Administra- 
tion, or any farm credit board under section 6 (b) of the Farm 
Credit Act of 1937 (50 Stat. 706), with respect to the acquisition 
or disposal of anes: ; 

(11) the Housing and Home Finance Agency, or any officer or 
constituent agency therein, with respect to the disposal of resi- 
dential property, or of other property (real or personal) held as 
part of or acquired for or in connection with residential property, 
or in connection with the insurance of mortgages, loans, or savings 
and loan accounts under the National Housing Act; 

(12) the Tennessee Valley Authority with respect to nonper- 
sonal services, with respect to the matters referred to in section 
201 (a) (4), and with respect to any property acquired or to be 
acquired for or in connection with any program of processing 
manufacture, production, or force account construction : Provide d, 
That the Tennessee V alley Authority shall to the maximum extent 
that it may deem practicable, consistent with the fulfillment of 
the purpose of its program and the effective and efficient conduct 
of its business, coordinate its operations with the requirements 
of this Act and the policies and regulations prescribed pursuant 
thereto; 

(13) the Atomic Energy Commission ; 

(14) the Administrator of Civil Aeronautics or the Chief of the 
Weather Bureau with respect to the disposal of airport property 
and airway property for use as such property. For the purpose 
of this yaragraph the terms “airport property” and “airway prop- 
erty” shall h have the respective meanings ascribed to them in the 
International Aviation Facilities Act t (62 Stat. 450) ; 

(15) the Postmaster General or the Postal Establishment with 
respect to the means and methods of distribution and transporta- 
tion of the mails, and contracts, negotiations, and proceedings 
before Federal and State regulatory and rate-making bodies, 
relating to the transport: tion of the mails; 

(16) “the United States Maritime Commission with respect to 
the construction, reconstruction, and reconditioning (ucedinen 
outfitting and equipping incident to the foregoing), the acquisi- 
tion, procurement, operation, maintenance, preservation, sale, 
lease, or charter of any merchant vessel or of any shipyard, ship 
site, terminal, pier, dock, warehouse, or other installation necessary 
or appropriate for the ‘arrying out of any program of such 
Commission authorized by law, or nonadministrative activities 
incidental thereto: Provided, That the United States Maritime 
Commission shall to the maximum extent that it may deem 
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practicable, consistent with the fulfillment of the purposes of 
such programs and the effective and efficient conduct of su 
activities, coordinate its operations with the requirements of th 
Act, and the policies and regulations prescribed pursuant theret: 
(17) the Central Intelligence Agency; 
(18) the Joint Committee on Printing, under the Act entitled 
“An Act providing for the public printing and binding and the 
distribution of public documents” approved January 12, 1895 (28 
Stat. 601), as amended or any other Act; or 
(19) for such period of time as the President may specify 
any other authority of any executive agency which the President 
determines within one year after the ‘effective date of this Act 
should, in the public mtaeedls stand unimpaired by this Act. 
(e) No provision of this Act, as amended, shall apply to the Senat: 
" the House of Representatives ag te the Architect of the 
Capitol and any building, activity, or function under his direction), 
but any of the services and facilities authorized by this Act to be 
rendered or furnished shall, as far as practicable, be made availabl 
to the Senate, the House of Representatives, or the Architect of th 
Capitol, upon their request, and, if payment would be required for th« 
rendition or furnishing of a similar service or facility to an executiv: 
agency, payment therefor shall be made by the recipient thereof, upo. 
presentation of proper vouchers, in advance or by reimbursement (as 
may be agreed upon by the Administrator and the officer or bod) 
making such request). Such payment may be credited to the appli 
cable appropriation of the executive agency receiving such oo 
(f) Section 3709, Revised Statutes, as amended (41 U.S. C. 5), i 


amended by striking out “$100” wherever it appears therein and in 
serting in lieu thereof “$500” 


ANALYSIS 


Section 602. Repeal and saving provisions 

(a) Repeal of Surplus Property Act, certain erceptions; other repeals (Sec 
502 (a), 63 Stat. 399, as amended by sec. 7 (d), 64 Stat. 590, and renumbered 
sce, 602 (a) by sec. 6 (b), 64 Stat. 583).—This subsection repealed all the 
Surplus Property Act of 1944, as amended, except (i) sections 13 (d), 13 (g), and 
18 (h), relating respectively to power transmission lines, transfers for the 
airport program, and for parks, recreation, and historic monuments, and section 
32 (b) (2), relating to the foreign scholarship program, all of which were 
retained as permanent legislation; and (ii) section 28 suspending a statute of 
limitations (which is now covered by 18 U. 8S. C. 3287). The priorities and 
preferences provided for in the Surplus Property Act of 1944, as amended, were 
continued in effect with respect to the disposal of surplus real estate until Decem 
ber 31, 1949. The provisions of the Supplemental Independent Offices Appropria 
tion Act, 1949 (Public Law 862, 80th Cong.), as amended, abolishing the War 
Assets Administration as of June 30, 1949, and assigning its property-disposa! 
functions to several different agencies, are likewise repealed, as are two statutes 
authorizing the armed services to donate obsolete personal property for edu- 
cational purposes. The latter statufes were superseded by Public Law 889, 
EKightieth Congress, which is likewise repealed, since it is superseded by the dona 
tion provisions in section 208 (j). This subsection also repeals two statutes 
relating to the transfer of excess property to other agencies and some 20 stat 
utes relating to use of trade-in allowances which are superseded by section 201 
(ec). This subsection also repeals section 4 of the Act of June 17, 1910 (36 Stat. 
531; 41 U. S. C. 7), coneerning the — Supply Committee; the Act of Feb- 
ruary 27, 1929 (45 Stat. 1341; 41 U. S. C. Ta, 7b, 7c, and 7d), concerning central 
procurement by the Secretary of the Tret isury and authorizing the establishment 
and use of the General Supply Fund; and sec tion 1 of the Act of May 14, 1935 (49 
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Stat. 234; 41 U.S. C. Tce-1), covering the use of the General Supply Fund for the 

peration of the Government fuel yards. The general scheme of Government 
procurement contemplated by the Act more effectively accomplishes the objectives 
f these laws. 

In Public Law 152 as originally enacted this subsection ended with paragraph 
(31). Section 7 (d) of Public Law 754 added paragraphs (32) and (33), thus 
repealing, respectively, the National Archives Act, as amended, and section 4 
of the Act of February 3, 1905. Title V of the Act (The Federal Records Act 
of 1950) supplants the National Archives Act, while section 211 of the Act, 
covering motor vehicle identification, is in lieu of section 4 of the Act of February 
3, 1905, which related to identification merely for motor vehicles used for 
fficial purposes in the departmental service in the District of Columbia. 

(b) Certain parts of Erecutive Order 6166 and of the Records Disposal Act 

iperseded (Sec. 502 (b), 63 Stat. 401, as amended by sec. 7 (e), 64 Stat. 590, and 
renumbered sec. 602 (b) by sec. 6 (b), 64 Stat. 583).—Paragraph (1) of this sub- 
section supersedes Executive Order 6166 insofar as it relates to the Bureau of 
Federal Supply, except for: functions reserved with respect to standard contract 
forms. This provision was in Public Law 152 as originally enacted. Paragraph 
2), which was added by section 7 (e) of Public Law 754, provides that sections 
2 and 4 of the Records Disposal Act are superseded to the extent that the pro- 

isions thereof are inconsistent with title V of the Act. Said sections 2 and 4 
provide, respectively, for the issuance of regulations and the making of recom- 
mendations by the former National Archives Council regarding the disposal of 
records. The National Archives Council ceased to exist under section 7 (d) of 
Public Law 754, repealing the National Archives Act. The function of issuing 
lisposal regulations is now exercised by the Administrator. 

(c) Declaration that authority of act shall be additional and paramount (Sec 
502 (c), 68 Stat. 401, as amended by sec. 7 (e), 64 Stat. 590, and renumbered 602 

c) by sec. 6 (b), 64 Stat. 583; 40 U. S. C. 474).—Section 7 (e) of Public Law 
754 amended this subsection to read as above set forth. The amendment con- 
sisted of substituting the language “shall be in addition and paramount” for the 
words “is in addition” appearing in Public Law 152 as originally enacted. The 
amendment thus firmed up the authority of the Administrator to accomplish the 
purposes of the Federal Property «nd Administrative Services Act of 1949. 

(d) Special eremptions from the Act (Sec. 502 (d), 63 Stat. 401, as amended 
by see. 7 (f), 64 Stat. 590, and renumbered sec. 602 (d) by sec. 6 (b), 6&4 Stat. 
583; 40 U. S. C. 474) —This subsection exempts from operations under the Act 
a number of activities requiring special treatment. Chief among these are pro- 
grams for price support, stabilization, grants to farmers, and foreign aid; pro 
curement procedures under the Armed Services Procurement Act of 1947 (this 
statute is concerned only with procedures and it is not intended by its inclusion 
in this subsection to grant any exemption from the substantive provisions of the 
\ct) ; the stock piling of critical materials; the national school-lunch program ; 
the Housing and Home Finance Agency with respect to the disposal of residen 
tial property; the Atomic Energy Commission; and the Central Intelligence 
Agency. 

It was not intended by these exemptions that those administering the agencies 
or programs listed shall be free from all obligation to comply with the provisions 
of the Act or from all jurisdiction of the Administrator. On the contrary, it is 
expected that they will as far as practicable procure, utilize, and dispose of prop 
erty in accordance with the provisions of the Act and the regulations issued there- 
under, particularly so far as common-use items and administrative supplies 
are concerned. Likewise, it is intended that the Administrator shall have full 
authority, with respect to the agencies or programs mentioned, to make surveys 
of, and obtain reports on, property and property-management practices, to co- 
operate in the establishment of inventory levels, and to report excessive stocking, 
in accordance with the provisions of section 206 (a) (1) and (2). In other 
words, to the extent that compliance with the Act and submission to the jurisdic- 
tion of the Administrator will not so “impair or affect any authority” 
of the several agencies to which the subsection applies as to interfere with the 
operation of their programs, the Act will govern. Any disputes that arise can be 
settled by the President under the authority to prescribe policies and directives 
vested in him by section 205 (a). See the letter of the President, dated July 1, 
1949, to all executive agencies, particularly puragraph 6 thereof, set forth in 
Appendix B. 

The exemption in paragraph (18) for the Joint Committee on Printing was 
inserted by section 7 (f) of Public Law 754. This exemption was based on the 
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fact that that committee is a joint committee of both the House and Senate and 
it was therefore felt that it might come within the purview of the definition of a 
Federal agency. Section 7 (f) of Public Law 754, in inserting the new paragraph 
(18), deleted the paragraph (18) in Public Law 152 as originally enacted, whi 
read as follows: 

“(18) except as provided in subsections (a) and (b) hereof, any other lay 
relating to the procurement, utilization, or disposal of property: Provide 
That, subject to, and within the scope of authority conferred on the Admin 
istrator by other provisions of this Act, he is authorized to prescribe regula 
tions to govern any procurement, utilization, or disposal of property under 
any such law, whenever but only to the extent he deems such action necessary} 
to effectuate the provisions of title II; nor’. 

rhis provision was no longer necessary in view of the amendment of subsectior 
(c) of section 602 of the Act made by section 7 (e) of Public Law 754 

(e) Non-applicability of Act to Senate, House of Representatives, and Arch 
tect of the Capitol (as added by sec. 8 (c), 64 Stat. 591; 40 U. S. C. 474).—This 
subsection was inserted in the Act by section 8 (c) of Public Law 754. It states 
that no provision of the Act, as amended, shall apply to the Senate or the House 
of Representatives (including the Architect of the Capitol and any building 
activity, or function under his direction), but contains the further provision tha 
iny of the services and facilities which may be rendered or furnished under the 
Act shall, as far as practicable, be made available to the Houses of Congress 
and the Architect of the Capitol upon their request. This subsection, in con 
junction with the definition of “Federal agency” in section 3 (b) of the Act, as 
amended by section 8 (a) of Public Law 754, serves effectively to exclude the 
Architect of the Capitol from the provisions of the Act, as amended, except wit! 
respect to services and facilities which may be requested by him. 

({) Limitation on open-market purchases (sec. 502 (e), 63 Stat. 403, redes 
ignated sec, 602 (f) by sec. 6 (b), 64 Stat. 583, and by sec. 8 (c), 64 Stat 
591).—This subsection amends section 3709 of the Revised Statutes, as amended, 
by raising from $100 to $500 the limit on the amount that can be expended in 
an open-market purchase without advertising or bidding. In Public Law 152 
as originally enacted this subsection was designated as (e). It was redesignated 
subsection (f) by section 8 (c) of Public Law 754, in conjunction with the 
insertion in the Act by that section of the new subsection (e) relative to the non 
applicability of the Act to the Senate, the House of Representatives, and the 
Architect of the Capitol. 
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AUTHORIZATIONS FOR APPROPRIATIONS AND TRANSFER AUTHORITY 


Sec. 603. (a) There are hereby authorized to be appropriated such 
ims as May a necessary to carry out the provisions of this Act, in- 
luding payment in advance, when authorized by the Administrator, 
vr library memberships in societies whose publications are available 
to members only, or to members at a price lower than that charged 
o the general public. 

(b) When authorized by the Director of the Bureau of the Budget, 
iny Federal agency may use, for the disposition of property under this 
Act, and for its care and handling pending such disposition, any funds 
heretofore or canadian appropr jated, alloc ‘ated, or available to it for 
purposes similar to those provided for in sections 201, 202, 203, and 
05 of this Act. 


ANALYSIS 


Section 603. Authorization for appropriations and transfer authority (sec. 503, 
63 Stat. 403, renumbered sec. 603 by sec. 6 (b), 64 Stat. 583, and as amended 
by sec. 7 (g), 64 Stat. 590; 40 U.S. C. 475) 

(a) Authorization for appropriations.—This subsection authorizes appropria- 
tions generally without specification as to amount. The part of the subsection 
beginning with the words “including payment in advance,” and going to the end, 
was inserted by section 7 (g) of Public Law 754. The effect of this amendment 
was to provide a permanent statutory charter for an activity previously au- 
thorized by substantive language appearing in annual appropriation acts. 

(b) Transfer authority—Under this subsection a Federal agency may, when 
iuthorized by the Director of the Bureau of the Budget, use, for disposition of 
property, funds available to the agency for purposes similar to those provided for 
in sections 201, 202, 203, and 205 of the Act. 
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SEPARABILITY 


Sec. 604. If any provision of this Act, or the application thereof 
to any person or circumstances, is held invalid, the remainder of this 
Act, and the application of such provision to other persons or circum 
stances, shall not be affected thereby. 


ANALYSIS 


Section 604. Separability (sec. 504, 63 Stat. 403, renumbered sec. 604 by sec. 6 (b 


64 Stat. 583; 40 U.S. C. 471, note) 
ach provision of the Act is declared separable so far as validity is concerned 
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EFFECTIVE DATE 


Sec. 605. This Act shall become effective on July 1, 1949, except 
that the provisions of section 602 (a) (2) (repealing prior law relat- 
ng to the disposition of the affairs of the War Assets Administration) 
shall become effective on June 30, 1949. 


ANALYSIS 


Section 605. Effective date (sec. 505, 63 Stat. 403, renumbered sec. 605 by sec. 
6 (b), 64 Stat. 583; 40 U. S. C. 471, note) 

The effective date of Public Law 152 was established as July 1, 1949, except 
that one clause, as specified, relating to the War Assets Administration was 
made effective June 30, 1949. 

The approval date of Public Law 152, 8ist Congress, was June 30, 1949. The 
approval dates of the laws amending Public Law 152 were as follows: for Public 
Law 754, 8lst Congress, September 5, 1950; for Public Law 245, 82d Congress, 
October 31, 1951; and for Public Law 522, 82nd Congress, July 12, 1952. 

* * . * 7 * * 


The concluding section of Public Law 754 (64 Stat. 591; 40 U.S. C. 
{72, note) reads as follows: 

“Sec. 11. All laws or parts of laws in conflict with the provisions of 
this Act or with any amendment made thereby are, to the extent of 
such conflict, hereby repealed.” 
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APPENDIX A 


THE WHITE HOUSE, 
Washington, July 1, 1949 
To: The Director of the Bureau of the Budget 
The Secre tary of Defense 
The Administrator of General Services 

By virtue of the authority vested in me by section 205 (a) of the Act entitled 
“An Act to simplify the procurement, utilization and disposal of Governmen 
property, to reorganize certain agencies of the Government, and for other pu 
poses,” approved June 30, 1949 (the Federal Property and Administrative Servic 
Act of 1949) it is hereby directed that: 

1. Pending determinations made in the course of the studies hereinafte 
directed to be instituted, the several departments and agencies constituting the 
National Military Establishment shall continue to procure through the Admin 
istrator of General Services such supplies, materials, equipment and other pe 
sonal property, and have performed by the Administrator such related functio1 
of the types specified in section 201 (a) (1) of the Federal Property and Admin 
istrative Services Act of 1949 as were customarily procured or performed for th« 
departments and agencies of the National Military Establishment by the Bureau 
of Federal Supply prior to the taking effect of said Act. Until further order o 
the President, the Secretary of Defense shall not, without the prior approval of 
the President, issue any order or directive exempting the National Militar) 
Establishment in accordance with the proviso in section 201 (a) of the Federa 
Property and Administrative Services Act of 1949, from action taken or to be 
taken by the Administrator of General Services under said section. 

2. The Administrator of General Services, the Secretary of Defense, and the 
Director of the Bureau of the Budget (1) shall forthwith undertake, and dili 
gently pursue, studies aimed at developing areas of understanding with respect 
to the extent to which the National Military Establishment should be exempt 
from the jurisdiction of the Administrator under sections 201 and 206 of the 
Federal Property and Administrative Services Act of 1949, and (2) shall present 
any appropriate recommendations to the President. 

HarrY 8S. TRUMAN 
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APPENDIX B 


E Hovust 


, duly 1, 194! 


{l/l Exccutive Agencies: 
By virtue of the authority vested in me by section 205 (a) of the Act 
An Act to simplify the procurement, utilization and disposal of Government 
and for other pur 


entitled 


property, to reorganize certain agencies of the Government 
poses,” approved June 30, 1949 (the Federal Property and Administrative Services 
(ct of 1949) it is hereby directed that: 

1. In cooperation with other interested agencies, the Administrator of General 
Services shall institute studies and surveys to determine the extent to whicl 
existing policies, procedures and directives heretofore promulgated and remain 
ng in force under section 501 of the Act, should be modified or revoked in the 
nterest of promoting greater economy and efficiency in accomplishing the pur 
ses of this Act. Careful attention shall be given to determining the degree of 
entralization in the General Services Administration to be attained in the per 
rmance of the functions involved. When these studies and surveys have been 
ompleted and after consulting with the interested agencies, the Administrator 
hall prescribe such regulations as may be necessary to implement the determi 
itions resulting from such studies and surveys 

2. After consultation with the Bureau of the Budget nd other Executive 
igencies, and also with the General Accounting Office in respect of such matters 
is may be appropriate, including matters affecting its functions under sections 
05 (b) and 206 (c) of the Act, and at the earliest possible date, the Adminis 
trator of General Services shall establish such standards, prescribe such regu 
itions, and prepare and issue such manuals and procedures as may be necessar 
ascertaining whether their operations in the 


guide all Executive agencies in 
and economical as well as 


field of property and records management are efficient 
consistent with established Government policies 

}. In accordance with directives to be issued by the Administrator of Genet 
Services, each Executive agency shall promptly institute surveys to determin 
property and that portion of excess real property, including 


I 


excess personal 
nimproved property, under their control which might 
torage, and related facilities, and shall promptly report t 
on as each survey is « l 
4. Each Executive agency sh ‘arefully plan and hedule its requirements 


for supplies, equipment, materials a all other persona roperty in order that 
igh-cost small-l 


be suitable for office 


o the Administrator a 


necessary stocks may be maints at minimum le 
rechasing avoided 
5. Under section 201 (« f the Act, Executive agencies are per! 
exchange allowances and proceeds of sale in payment of property acquired. The 
Administrator shall promptly prescribe regulations specifying the extent to whicl 
Executive agencies may exercise this authority, and pending the issuance of suct 
regulations, no Executive agency ll exercise this authority except to th 
extent permitted by, and in accordance with the provisions of, statutes in force 
rior to the taking effect of this Act 
6. Section 502 (d) of the Act provides that certai 
heing carried on by various Executive agencies sl 
by the provisions of the Act. However, the attention of tl agencies is called 
specifically to the purposes of this legislation and they ill, insofar as prac 
ticable, procure, utilize and dispose of property ordance with the provisions 
of the Act and the regulations issued thereunder in order that the greatest over 
all efficiency and economy may be effe Thes im gencies shall als¢ 
ooperate with the Administrator of Genet ‘ making of surveys 
f property and property management practices and in the establishment of 


nventory levels as provided in section 206 (a 1) ar ‘ f the Act 
Harry 8S. TruMA? 


tted to appl 


nd functions now 


iired or affected 


r 
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INDEX 


Abandoned property, disposal of 
Abandonment of property 
Foreign excess property 
Accounting systems: 
Agencies to maintain 
Buildings Management Fund — : 
Prescribing by Comptroller General, authority 
ords Inanagement provisions 
Principles and standards 
Accounts, audit by General Accounting Office 
Administrative Committee of the Federal Register: 
Applicability of existing regulations 


AND CRITICAL 


MATERIALS 


saminda, 

ieee manesenneds it. 
limited by rec 

_ . 506 | 

205 | 


206 


Functions of Archivist of the United States with respect to 104 


Transfer to General Services Administration 
Administrator of General Services: 
Appointment 
Definition " 
Functions of. This index generally. 
Reports to: 
Excess property 


Property and property management practices 


Records management 
BRIAy ....«. 
Advance payments: 
From General Supply Fund 


104 


101 (b), 101 


aa @& 


202 (b) 
206 (a) 
(1), 508 

101 


109 (b), 


Ground rent, buildings owned by United States or occupied by Fed- 


eral agencies oa 
Negotiated contracts 
Advertising : 
Disposal without 
Foreign excess property 
Surplus property 
Exemption from R. 8. 3709 
Exemption limit increased 
Procurement without 
Requirements 
Advisory bodies: 
Committees 
Federal agencies 
Agency, definition of 
Agency head 
Agricultural commodities, 


disposal of 
Agriculture, Department of: 

Disposal of surplus agricultural commodities by 
Agriculture, Secretary of: 

Responsibilities of in connection with disposal of agricultural com- 


modities . aii 
Foreign — ee 2 
Airfield, building on 
with respect to Rion canis 


210 (a) 


. 203 


Se 
302 (b), (c), 


205 

ey 

smacciinin 

; . 309 
203 (g), (h), 402 


203 


angie aup,, a 


a iacemeiatea a 


grounds of, limitation on transfer of functions 


. 210 (d) 


Amendments to Act, recommendation by Administrator_____~-- ETE 
American Historical Association, appointment of two members to Na- 


tional Historical Publications Commission seid 
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{ntitrust laws: 

Applicability of 

Violation of in bids 
Appeal Board, under Contract Settlement Act: 

Applicability of existing regulations and procedures 

Status of transferred employees 

Transfer of functions, personnel, etc oe 
Applicability of existing laws and procedures 308 
Appropriations: 

Authorized___- . ; 210 

Availability____ 

Buildings Management Fund, authorized 

Credit of proceeds from transfer 

Reimbursement of, for: 

FMI casecarttetivaivtgsdpacee ied 
Supplies and services 

Services, etc., furnished, crediting of payments for 

Transfers 

Utilities, etc., crediting of amounts from 
Architect of the Capitol: 

Nonapplicability of Act to; availability of services and facil 


Archival administration___ 
Archivist of the United States: 
Appointment______---- 
Definition of Archivist 
Functions 
National Historical Publications Commission, chairmanship 


302 


102 


310, 601, 


(f), 603 


(d) 


601 
108 
(b) 


602 


(a) 


603 (b) 


210 
2904 (b 


(f) 
, 403 


202 (g) 


109 
210 (a) 


210 (a) 


ties 


104 
511 
104 (a) 


no 
DOS 


Armed forces, use of surplus property in training civilian components 


of <= amma = ~= 


203 (k) 


Armed Services Procurement Act of 1947, nonapplicability of Act to agen 


cies covered by_- - ; 302 (a) (2), 


602 (d) 


Arms and ammunition for protection force maintained by General Serv 


ices Administration 


¢ 


210 (a) 


Arsenals, buildings on grounds of, limitation on transfer of functions 


with respect to 
Attorney General: 
Antitrust laws, notification to in disposals 
Violations of in bids 
Records of agencies unlawfully removed, recovery 
through__---~ . 50D 
Auditing: 
General Supply Fund 
Property accounts and transactions 
Authentications of copies or reproductions, fees 
Authority, delegation and redelegation of: 
Authorized generally 
Foreign excess property 
Procurement _- 
Not permitted  — 
Transfer of personnel, etc., in connection with 


B 
Bacon-Davis Act, effect of 
Bids: 
Advertising for__- : 
Antitrust law violations__ 
Public opening of__- 
Rejection of___- 
Board of Trustees of Franklin D. Roosevelt Library: 
Functions of Archivist of the United States with respect to 
Transfer to General Services Administration 


] 


Books, surplus, donations of for educational and public health purposes 


Brokerage, warranty concerning 


(PSS O—}H4—pt. 2 50 


210 (d) 


302 
action 
(b), 506 


109 
206 
509 


(d), 
404 
(a), 
307 


205 


303 
302 
303 


» ) 
US 


104 
104 


304 


(b) 
(6) 
107 


(10 


(fa) 
(f) 
SOT 


( 


Cc) 


(e) 
(b) 
307 
(b) 

(f) 


308 


(a) 
(d) 


} 
(b) 


(b) 


(a) 


(b) 


203 (j) 


(a) 
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Budget Bureau: 
Approval required : Sec 
Transfer of personnel, funds, etc 107, 205 

Bureau of Federal Supply sim idcthletisitorn le a 


Contract settlement—— hain disap ai ininnebegiiieia rn i 
State Department_-_-_- pee sii Si detailer 404 
Transfers under sec. 201 (a) (2) and (8)--------_---__-- 107 «( 


TVORGEEY DODATIION 6 a6 ij. coc cttniinciandominmennnt 102, 1 
Transfers of excess property, re imbur sement rate__ ‘ 
Buildings, transfers of functions of other Federal agencies to 
ministrator of General Services, determination authority__._-_.. 210 

Reports to: 


Oxcessive stocking eau meet a ™ 206 (a) 


Records management activities— eae 104 
Transfers of funds when functions redistributed 1 
Buildings Management Fund___ _------- 210 
Buildings, operation of, and related activities il a at i 9 
Arms and ammunition for protection force 210 (a) | 
Authorization requirement = piieiiidie 302 
Buildings Management Fund , 210 
Construction, development, and equipping, buildings and projects 
authorized by Congress 210 
Ground rent, buildings owned by United St: ites or occupied by Fed 
eral agencies, payment ; a . 210 (a) 


Insurance against damage, properties of Né itional Industrial Reserve, 
use of proceeds for repairs ns ‘i pile itacn ae an ES 
Land, acquisition of . = . 210 
Leases: 
Rental payments, repairs, ete., under terms of for housing of 
Federal agencies exempted from requirements of section 322 


of Act of June 30, 1932 ae i ihc 


(a) (5 
Repair or improvement of rented premises without regard to 
limitation imposed by section 322 of Act of June 30, 1982. 210 (a) (8 
National Archives Building, custody and control 1 
Payments for services, etc., authority for obtaining and credit 
ing 210 


if 


(a) (f 

Per diem, personnel employed in connection with daria er eee CG 
Pneumatic tube system, New York City, maintenance, payments 

of obligations see wd iti mee Cay f 
Real estate, acquisition by purchase, condemnation, or  other- 

wise niin aa? Cae 
Records, buildings for storage of, authority- at 
Rented premises, repair or improvement without regard to limitation 

of section 322 of Act of June 30, 1932______ oe’ © yt. 
Request of occupying agency or instrumentality for operation of build- 

ings owned by United States ” bic edintinei mee EO 


Space in Government-owned and leased buildings, 


assignment 
and reassignment 


202 (gz), 210 (« 
Surveys, test borings, and plans and specifications, buildings and 


projects authorized by Congress ‘ _ ciate ae (t 
Taxes on real property declared surplus by Jevernment corpora- 

tions, payment of sums in lieu, authority i aa S10 tH) 69 
Transfers of functions of other Federal agencies, authority of Direc- 

tor of Bureau of the Budget ake 210 (d) 
Transfers of sums available for buildings and projects authorized 

by Congress ; at a - mihi tinct 210 (c 
Uniforms for employees ; ates 210 (a) (1 
Utilities, etce., furnishing to plants constituting part of National In- 

dustrial Reserve, or to surplus real property 210 (a) (10 


Bureau of Community Facilities. See Community Facilities, Bureau of. 

Bureau of Engraving and Printing. See Engraving and Printing, Bureau 
of 

Bureau of Federal Supply. See Federal Supply, Bureau of. 

Bureau of Public Roads. See Public Roads, Bureau of. 

Bureau of the Budget See Budget Bureau. 
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Cc 
Section 
amps, buildings on grounds of, limitation on transfer of functions with 
respect to tee saan 290 (8) (8) 
Care and handling: 

Definition of ane ulate pau Oy) 

Excess property__-_-- sea soiacaiica ee 202 (b) (3), (h) 

Surplus property___- -~-- ‘ en tilindibilinten us ch iiaeaeiaca aa eee 

arriers: 

Authority of Administrator to represent agencies in connection 

i 201 (a) (4) 
Catalog system, uniform: 

Coordination with military departments_____ 206 (a) (3) 

Establishment authorized_ pangntianita oe ana Seartay (8) 

Utilization by Federal agencies. ee . ‘ 206 (b) 

‘entral Intelligence Agency, authority not affected by Act . 602 (d) (17) 
Certification of facts on basis of transferred records_ _. 506 (d) 
‘hief Justice of United States: 
Federal Records Council, designation of representatives 504 
National Historical Publications Commission, appointment of one 
member tin 503 
Civil remedies and penalties___- 
Classification and identification of property : 

Authority to prescribe policies and methods_-_ 201 (a) 

Uniform catalog system___...______ ‘ 206 (a) (3), 
Clinies, transfer of surplus property to_- ‘ 203 (j) (1), 
Colleges: 

Procurement for services without advertising 302 (c) 

Transfer of surplus property to___---_~_- i i 203 (j), 
Collusion among bidders__-__--~-- ak eS 302 
Commerce, Secretary of: 

Determination of with respect to importation of foreign excess 

property — —_ hh latil 402 
Commissions, warranty concerning 304 
Commodity Credit Corporation: 

Prices and quantity limits to govern disposals of surplus farm 

commodities cabin ses 203 
Community Facilities, Bureau of: 

Applicability of existing regulations and procedures sae 

Status of transferred employees___- swith : 

Transfer of functions, personnel, etc___-~- 3 (a), 107 
Compensation of certain officials______- ‘ 101 
Competition among bidders__..__-_---_~_- ib accl 303 
Comptroller General of the United States: 

Audits by: 

General Supply Fund_------ 109 (e) 
Property accounts and transactions bilan ac 206 (c) 
Liquidated damages, remission__~- 306, note 

Negotiated contracts, examination of contrac tor’s books. _ 304 (c) 

Property accounting systems, functions in connection with 205 (b) 

Records management provisions, authority not limited by ‘ 506 (zg) 

Reimbursement to General Services Administration by requisition- 

ing agency, approval of accounting procedures 109 (b) 
Condemnation, acquisition of real estate by_- 210 (a) (12) 
Congress (see also House of Representatives; Senate) 

Records of, acceptance for deposit in National Archives 507 (a) (1) 

Reports to: 

Accounting principles and standards, failure to comply with--_ 205 (b) 
Annual report by Administrator ons ‘ " =): aoe 
Excess property, foreign—_- eves ‘ 404 (d) 
Excessive stocking_--~-~-~-~-- — 206 (a) (2) 
Experimenta! or developmental work, contrac ts for 302 (c) (10) 
Foreign excess property 7 on tench . 404 (d) 
General Supply Fund_--------- ‘ : 109 (e) 
Records management activities__- a 104 (ec) (3), 508 (b) 
Surplus property, disposal without advertising 5 . 208 (e) 
Small-business concerns, declaration of policy concerning procurement 
estan tcnaatta Rititnmaiisi see 302 (b) 
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Secti 
Construction, development, and equipping of buildings and projects au 
thorized by Congress al al wwe ano | 
Construction or repair of buildings, roads, ete. (see also Buildings, opera- 
tion of, and related activities) : 
Limitation on construction of provisions relating to application and 
procurement-_- . ; . 302 (« 
Consultants, employment of ‘ — bee 208 (b 
Consultation with Federal agencies_-_ ‘ = ¥ 205 (h) 
Contingent fees, warranty concerning a 7 2 304 (a 
Contract Settlement Advisory Board: 
Applicability of existing regulations and procedures__--- 601 
Status of transferred employees ; si 108 
Transfer of functions, personnel, etc a 102 (b), 107 (a 
Contract Settlement, Director of: 
Transfer of functions ‘ ; : 102 (b) 
Contract Settlement, Office of: 
Applicability of existing regulations and procedures . 601 
Status of transferred employees iit epthas tacts 108 
Transfer of functions, personnel, ete_--- ginal 102 (b), 
Contracting, authority to prescribe policies and methods_- . . 201 
Contractor inventory: 
Definition of : die 
Disposal of beim 
Contracts (see also Contracts and pure hases under Procurement) : 
Award of ints _ 1 sated onan 308 (b) 
Advance payments a ; aes 305 
Advertising__- ee 302 (c), 303, 310 (b 
Exemption from R. S. 3709__-_---- secaetaal iniatees ; kay 310 
Exemption limit raised_.__----- 602 (f) 
Building construction and repair__---~- nee . 302 (e) 
Buildings or projects authorized by Congress, construction, develop- 
ment, and equipping-_-_- saa wi on . 210 
Cost plus fixed fee, when used__--~- sient 304 
Cost plus percentage of cost, not permitted : J 304 
Crediting of proceeds of sale ima 3 Sei dacod eames 204 
Delegation of power concerning. 5 ‘ . gotta 302 (a), 307 
Forms of . cai , is > oe 
Inspection of contractor's books. die 804 (b), (c) 
Liquidated damages, remission wi si cimmraiinne, Wy OTe 
Negotiated. See Contracts and pure hases under P rocurement. 
Public utility services, duration a —e wichcahaas 201 (a) (3) 
Small business, policy respecting__---~- ng iecdideinaicisnmbtddin dm es 
Stationery and supplies, exemption from 1} year requirement____-~ 310 (a) 
Statutes: 
Continued in effect 
Not applicable_ ; is ea neon 
Waiver of liquidated damages_-- St i habasisal eb uhasrlcbun ak CS 
Cotton goods, disposal of 7 a ‘ (g), (h), 402 (a) 
Courts, jurisdiction of-_- ‘ 209 (c) 
Credits, foreign. See Foreign currencies and credits 
Critical or strategic material, acceptance in lieu of cash____- . 204 (e) 
Currencies, foreign. See Foreign currencies and credits. 


D 


Damage insurance, properties of National Industrial Reserve, use of pro- 
ceeds for repairs ea wtasoms mee ome f2d) 
Damages, liquidated, remission eee eset nkttbenels Gey Wee 
Declaration of policy- Zapata iikaistens crn teen 2 
Defense, Department of (see also Ni ational, Military y Establishment) ; 
Buildings on grounds of facilities of, limitation on transfer of functions 
with respect to _---- pas ; 210 (d) (3) 
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Defense, Secretary of (see also National Military Establishment) : Section 
Allocation by of surplus property for transfer to military, naval 
a sian ae 208 (j) (3) 
Authority to enforce compliance, amend instr ume nts of transfer, grant 
releases mhveninissies ae Aon 
Authority to exempt Nations al Military E st ablishment__ eel 201 (a) 
Buildings on grounds of facilities of Department of Defense, limita- 
tion on transfer of functions with respect to suwe 20 6): (3) 
Determination by as to surplus property usable for educational 
purposes Caden 3 203 (j) (3) 
Insurance against dama ge to prope rtie s of. Ni ational Industri: il Reserve, 
use of proceeds for repairs at direction of -- 210 (a) (11) 
National Historical Publications Commission, appointment of repre- 
sentative to__- = ciate ; . 508 (a) 
Definitions: 
Administrator —_- ‘ ; wim 8 (eC) 
Agency. See Executive agency; Federal agency, below. 
Agency head___--_ decent — f 309 (a) 
Archivist ato __ . 511 (f) 
Care and handling_—- — eine ae . 3 (h) 
Contractor inventory saa = 3 (k) 
Excess property (see also Foreign excess property ) 3 (e) 
Executive agency__.______-_- adie we cli . 8 (a) 
Federal agency____------ slept = a 7 3 (b) 
Foreign excess property__- si ; ; siidacalaitedatis. Geren 
National Archives of the U nited States_ iticeanalahania 511 (d) 
Nonpersonal services__- Bek hae , Kiedis ae eae 
Person ‘ 3 ware Ca) 
Property (see also Excess property; Foreign excess property; Surplus 
property ) 7 . oe = . 8 (d) 
‘ » a i 511 (a) 
Records center__- ; ; ‘ in aii wii 511 (b) 
Servicing : ‘ pinkeaeiias ~- §11 (ce) 
Surplus property._--_-~---~- wits . 3(g) 
Unauthenticated copies_ : 4 nis die dinccsininen HR 
Delegations of authority. See ‘Authority. 
Deposit account, special (see also General Supply Fund) : 
Proceeds from transfer or disposition of property, deposit in_- 204 (c) 
Foreign disposals gitticccasd 403 
Deputy Administrator of General Services____._-________~--- 101 (c), (e) 
Destruction of property sa ad eee sh 
Foreign excess property--- 
Disposal of : 
Property. See Excess property; Surplus property. 
Records. See Records management. 
District of Columbia, government of: 
Buildings. See main heading Buildings, operation of, and related 
activities. 
General Supply Fund available for use of__.__--___~- 4 ‘ - 100 (f) 
Motor vehicle identification__._- i ids 211 
Procurement for__.. ~~~ = ; wie me (BD) 
Transfer of property to: 
I aii a a accel 202 (a), (c) 
Surplus property_________-~__ wea aa) 
Division of the Federal Register. See Federal Register, Division of. 
Documentary material. See Federal Records Act of 1950. 
Documents. (see also Federal Records Act of 1950) : 
Amendments or corrections 203 (k) (2) (il) 
Execution of in disposals____~- ate ee is 203 (c), (d) 
Foreign disposals____....__--- eames... aaa 
Donation of property to public bodies, schools, ete 2 (h), 208 (j) 
Foreign disposals____- ee 


Economy Act: 
Rental payments, repairs, etc., under terms of lease for housing of 
Federal agency exempted from requirements of section 322__ 210 (a) (5) 
Rented premises, repair, etc., without regard to limitation imposed by 
section 322 2 (8) 
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Educational institutions: Se 
Procurement for without advertising__- 5 sh eee 
Records, transfer to ioe _.- 507 (a) 

Educational purposes, disposal of surplus property BR cssnissd acme SE i3), 

Effective 4 

Effective date of amendments relative to prices._._...._._._.._.._...._..-___. 109 ( 

Reet ete tay OES Wirseeehesw ceincws ee ; 

Iimergency Procurement Service . 102 (a), analy 

Employees. See Personnel. 

Engraving and Printing, Bureau of, restriction on transfer of functions 

with respect to Building 210 (d) 

Excess property : 

Abandonment, destruction, or donation 4 202 

Foreign OR ibaa 
Authorities not affected by Act___-- = iscsi — 
Care and handling of____-_-_- 7 ; 202 (b) (3), 
Definition of._.___- ‘ 

Foreign__ 

Destruction 
Donation_- 

Foreign ee iunddick cael 
Executive agencies, responsibilities of ain nnn? Moe CDP (ez, 4 
Fair value g : 202 (: 
Foreign: 

Donation of__- 

Executive agencies, responsibilities of __. a 

Delegations and redelegations of authority by. 
Employment of personnel by 
Reports to be submitted by 

General provisions_____..-_~-~- 

Methods and terms of disposal 

Policies to be prescribed by President 

Proceeds from disposition of......____- 

State Department: 

Authority of Secretary of State_._.__.._____- 
Continuing functions of.__.._______ 
Foreign credits or currencies acquired by_ 
Transfer of records, personnel, etc., from________- ; 
Inventory Td RCCOURiA DIG ao esac rcee nice dale nba 
Obtaining 
Office, storage, use of space for ; 
Policies and methods, to be prescribed____...___._.__.______________ 202 

Foreign disposals_- se - ae 404 
Proceeds from transfers. "See main heading Proceeds from dis- 

posals or transfers. 
Real property, temporary assignment or reassignment of suvtno.ok Boe te 
Reassignment of. See Transfer below. 
Regulations governing (see also Policies and methods abore) 202 (b) 
Reports concerning ie. dotaettlbin ; 202 (b) 

i vihccninctnimnmtiasmmnndldubesd _.. 404 
Transfer or reassignment of excess: 

Administrator to provide for oS CFS 2 . 202 

At fair value 

Between executive agencies 

District of Columbia municipal government 

Government Corporation Control Act, agencies subject to A 202 

Mixed-ownership Government corporations_ aol : 202 (a), 

Non-Federal agencies________- ees ee ad — (a), 

or — beSekst.. 202 

Proceeds from. See main heading Proce eeds. 

Real property 202 (zg) 

Reimbursement_ ‘ ; ; 202 (a 

Exchanges or sales of similar items, authority of executive agencies____ 201 (« 

Executive agency, definition of 

Executive Branch of the Government (see also President of U nited 

States): 
Federal Records Council, designation of representatives 





STOCKPILING STRATEGIC AND CRITICAL MATERIALS 781 


Section 
xperimental and developmental work, procurement for without 
advertising ahsiainclalints ra aaa 302 (c) (10) 
xperts, employment of_-_-- ; ; = 208 (b) 


iir value, transfers of excess property at__- , 202 (a) 
ederal agency : 
Buildings. See main heading Buildings, operation of, and related 
activities. 
RE Ei penises ncsistnisinines talent asiaiiaciianitiotaae . 
Records. See main heading Federal Records Act of 1950. 
deral Property and Administrative Services Act: 
Amendments, recommendation by Administrator 
Authority additional and paranount 
Declaration of policy ae 
Effective date 
Separability of provisions 
Short title 
ederal Records Act of 1950 (see also Records management ) 
Agency records management programs, requirement 
Archival administration a 507 
Certification of facts on basis of transferred records 506 (d) 
Custody and control of property isn 502 
Definitions —__- ; 511 
Disposal authorizations, withdr awal author ity 505 (f) 
Documentary material: 
Acceptance for deposit 507 (e) 
Preservation, repair, reproduction, and exhibition 5OT (c) 
Federal Records Council. aa ; 504 
Fees for making or authenticating « Opies or re produc tions 509 (c) 
Finding aids, preparation___-~~- 5O7 (c) 
Government records, acceptance for deposit in National Archives_ 507 (a) (1) 
Historical works, etc., publication — 5OT (c) 
Legal status of reproductions : be ote 509 
Liability, limitation on___~_- J 510 
Maintenance of records by agencies, requirement 506 (a) 
Microfilming services, establishment, maintenance, and operation 505 (da) 
Motion-picture films: 
Acceptance for deposit___- gianna 507 (e) (2) 
Making, preserving, etc____--~- ani : itive ee Ca? 
National Historical Publications Commission___ t ee 503 
Notification concerning removal or destruction of rec ords . 505 (b), 506 (f) 
Personal papers of Government officials, acceptance for deposit.__ 507 (e) (1) 
Preservation, repair, EpePenctyEm. and exhibition of records and 
documentary material_ se veka (te) 
Prior restrictions, continuance in force and effect ; . 507 (b) 
Private sources, transfer of material to National Archives from 507 (a) (3 
Records centers___ z . ie a ee 505 (d), 506 (c) 
Records management: 
Administrator __- 505 
Agency heads_-__-_- ; 506 
Reports —__--~- ; 508 
Retention of rec ords by agency on submission of ev idenc e of need 505 (f) 
Safeguards by agencies against removal or loss of records __ 506 (e) 
Seal of National Archives , : 509 (b) 
Servicing records_____-~~- : ; : __ 5OT (d) 
Short title__--- ; : 501 
Sound recordings: 
Acceptance for deposit 507 (e) (2) 
Making, preserving, etc : 507 (f) 
Standards for retention of records . 505 (b) 
Still pictures: 
Acceptance for deposit ; 507 (e) (2) 
Making, preserving, etc . 507 (f) 
Transfer of records to public or educational institutions or associa- 
SI natn em an ; ; re 507 (a) (2) 
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Federal Reeords Act of 1950 
Transferred records, 
tions; removal 
Violations, action concerning 
Written restrictions on transferred 
concurrence in writing 
Federal Records Council, establishment, 
Federal Register, Administrative 
ages of Archivist of the 
Transfer to General Services A 
Federal Reg oe Division of the: 
Functions of Director, transfer 
ices 
Federal Security 


Continued 


after 50 years 


to 


Administrator: 
Allocation by of surplus property 
medical institutions, ete 
Authority to enforce compliance, 
releases 
Determination by 
public health purposes 


AND 


records, 
composition, 
Committee of the: 
United States with respect 


dministration 


Administrator of 


for 
amend instruments of transfer, 


as to surplus property 


CRITICAL MATERIALS 


Sect 


applicability of statutory limitations and restric 


507 


requirement of 
507 


removal, 
and functions 


to 104 


General Sery 


104 (; 


colleges, 
203 (j) 
grant 
208 (k) 
educational or 
203 (j) 


transfer to schools, 


usable for 


Disposal by of surplus real property for educational and public health 


purposes 
Federal Supply, Bureau of: 


Abolishment of Bureau and Office 


of Director 


203 (k) 


102 


Applicability of existing regulations and procedures 


To prices paid by requisitioning a 


Status of transferred employees 
Transfer of functions, personnel, 
Federal Supply Service 
Federal Works Administrator 
Abolishment of office of 
trator 
Transfer of functions to 


etc 


Federal Works Agency 
Abolishment 
Applicability of existing regulations and procedures 


Status of 
Transfer 
Fees: 
Limitation 
Making or authentica 
Finding aids, preparation 
Findings, written, 
Foods, disposal of 
Foreign i 
Foreign country, buildings in, 
respect to 
Foreign currencies 


transferred employees 


of functions, personnel, ete 


on 
determination 


basis for 


restriction 


and credits: 


Administration of disposal proceeds in form of 
Disposal of foreign excess property for 


Use of by Secretary of State 
Foreign excess property 
Foreign Service Buildings 

effectuate 
Forms: 
Authority to prescribe 


Act, 


use of 


General Supply Fund available for purchase of. 


cencies 


Administrator 


Administrator 


ting copies or repr« 


and decisions 


109 


102 (a), (e) 
102 (a), 


, 107 
anal 


Adminis 
103 
108 


and Assistant 


of General Services 


1038 


103 (a), 107 
304 
5O9 
507 
307 
(gz) 
102 
of functions with 
210 (d) 


dductions 


203 


on transfer 


401 (c), 408 
402 
401 (b), 


See Excess property 
fore 


currencies and credits to 
401 


ign 


206 (a) 
109 (a) 


Printed material not available through Superintendent of Documents, 


purchase from or through Public Printer 


Standardization of 

Forts, buildings on grounds of, 
respect to 

Franklin D. Roosevelt Library, 


limite ition on tre insfer 


sete aioteoinaes SE 
cent nme OAD CBD 

of functions with 
210 (d) 


Board of T rustees of: 
Functions of Archivist of the United States with respect to___- 
Transfer to General Services Administration___~- : , ner" 


104 
104 





104 (1 
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Sectior 


el yards: 
Authority of Administrator to operate__- . 201 (a) (2) 
Inventories, addition of value to General Supply Fund . 1U9 (a) 
unctions : 
Authority of Administrator to redistribute 106 
Delegations with respect to post-office buildings 210 (d) (1) 
Determinations by Budget Bureau with respect to matters relating to 
transfers 102, 107, 205 (f) 
Performance by other agencies 205 (e) 
Transfers. See name of specific agency transferred, 
Funds: 
See also Buildings Management Fund and General Supply Fund 
Determinations by Budget Bureau with respect to transfers 02 (b), 
(ec), 107, 205 (f) 
Reports to Budget Bureau with respect to transfers within General 
Services Administration 196 
Transfers: 
To executive agencies, foreign disposal functions transferred 
from State Department i 404 
To General Services Administration: 
Buildings and projects authorized by Congress, from Federal 
agency, mixed-ownership corporation, or District of Co 
NNR . 210 
Federal Register, Administrative Committee 104 
Federal Supply, Bureau of 107 
Federal Works Agency--- 107 
Franklin D. Roosevelt Library, Board of Trustees 104 
National Archives Council____----_- 104 
National Archives Establishment ; 107 
National Archives Trust Fund Board ee oe 
National Historical Publications Commission . 104 
Treasury Department__-_~-~-- 102 (b), (c), 107 
War Assets Administration = 107 
Within General Services Administration, authority of Administra 
tor to make 


General Accounting Office: 
Audits by: 
General Supply Fund 109 (e) 
Property accounts and transactions a 206 (c) 
Determination of advantage of repair work in excess of limit ation, 
copy to__- . . 210 (a) (8) 
Findings to be submitted to ‘ a ae <e) 
Principles and standards to be _ established by Comptroller 
OMIOI ass cists ichaieh Sate ae ne Se (bd) 
Procurement authority delegations, notices S concerning to be furnished 
to ~ — — 302 (a) 
Property accounting systems, examin: ation by_ wndiaied i 205 (b) 
Records management provisions, authority not limited by “ 506 (2g) 
Reimbursement to General Services Administration by requisitioning 
agency, approval of accounting procedures__- é ae 109 (b) 
General Services Administration: 
Administrator. See Organization below. 
i scp seintrnec 101 
Functions: 
This index generally. 
Redistribution of, powers of Administrator a 
Retention of certain supply functions in Treasury Departme nt . 102 
Transfers to. See Transfers under Organization 
Organization : 
Administrator : 
Appointment —__ ' = . 101 (b) 
Performance of functions pending first appointme nt _. 101 (d) 
aii Ba lenin ; er Pe 
Deputy Administrator : 
Appointment_-_-_--- ‘ ‘ oo b (c) 
Functions..._....... ‘ inl (c) 
Salary_--_- ; 101 (e) 





754 


General 
Ors 


STOCKPILING 


Services 


ganization 


STRA 


Administration 
Continued 


rEGK( 


Conti 


AND 


nued 


CRITICAL 


MATERIALS 


Transfer of Public Roads 
ment_-_- - ij e 
Transfers of func tions, funds, personne l, records, etc., to: 


Appeal Board established under Contract Se sttle ment Act 


Bureau to Commerce Se 


Depart 
103 (a), 


102 
107 
107 
107 
107 
104 
104 
), 107 
(a), 107 
LO4 

104 

}, 107 
104 

104 

(a), 107 
), 107 
102, 107 
107 


107 


Community Facilities, Bureau of 
Contract Settlement Advisory Board 
Contract Settlement, Office of 
Federal Register, Administrative Committee of 
Federal Register, Division of 
Federal Supply, Bureau of 
Federal Works Agency 
Franklin D. Roosevelt Library, 
National Archives Council 
National Archives Establishment 
National Archives Trust Fund Board 
National Historical Publications Commission 
Public Buildings Administration 
Public Roads Administration 
Treasury Department 
Under 201 (a) (2) or ( 
War Assets Administration 
Personnel : 
Employment of 
Status of transferred employees_- 
Salaries 
Status of transferred employees 
General Supply Fund: 
Advance payments__- 
Audit by Comptroller Gener: al 
Authorized 
Capital 
Composition 
Costs: 
Payment 
Recovery 
Creation 
Damaged or lost property, 
Deposit account, special 
District of Columbia government 
Government corporations, mixed ownership 
Invoices, itemized 
Non-Federal 
Payments by 
Prices_ 
Purposes ws 
Refunds or recoveries 
Report to Congress by orn General 
Special deposit account_ ‘uit 109 
Surplus to miscellaneous receipts__- 109 
Tests of articles or commodities tendered ‘for | si ale to General Services 
Administration or procurement authority, deposit of fees collected 
OG ehéecia 109 
Transfer and counterw arrant 109 
Treasury, U.S seni (d), 
Government corporations: 
Buildings. See main heading Buildings, 
activities. 
Mixed-ownership: 
Definition of 
General Supply F und available for use » of 
Procurement for__._~- 
Transfer of excess property to 
Provisions not applicable to 
Government officials, personal papers, acceptance for deposit in 
restrictions on use 


103 
102 
102 


(a), 
(b), 
(b), 


102 (a), 
- 103 
Trustees of 


Board of 


104 


sec 3) 


LOD 


208, 


404 


1O1 (da) 


109 (b) 
100 (¢ 
1090 
109 
109 


from 
of 


109 (a) 
109 (b) 
109 
109 
109 
109 
109 
109 
109 
109 
109 
(f), 
109 
109 


refunds 


agencies___- 
agencies 


109 (a), 


= 109 (a), 


operation of, and related 


201 

109 

201 

202 (a), 

602 
“Archives ; 

507 (e) 
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Government records, acceptance for deposit in National Archives___ 507 (a) (1) 
tround rent, buildings owned by United States or occupied by Federal 
GROUIIIES DEI onesies sc rodeos (iin mianjegusinatsa . 210 (a) (3) 


H 


Health centers, transfer of surplus property to_---- un woe, Go) CR), GS) 
Historical Publications Commission. See National Historical Publications 
Commission. 
Historical works, etc., publication és : . 507 (ce) 
Hospitals, transfer of surplus property to__- , “ 203 (j), (k) 
House of Representatives : 
Federal Records Council, appointment of representatives 504 
National Historical Publications Commission, appointment of one 
Member to ‘ ‘ 503 (a) 
Provisions of Act not applicable to; availability of services and 
facilities 2 ; 8 (b), 602 


Identification and classification of property, policies and methods 201 (a) 
Uniform catalog system 206 (a) (3), 
Importation of foreign excess property 402 
Industrial Reserve, National. See National Industrial Reserve 
Inspection : 
Policies and methods_____-_-_---_~- ie pitied ' 201 (a) 
Records of agencies, authority of Administr: ator ‘ 505 
Insurance against damage, properties of National Industrial Reserve, use 
of proceeds for repairs i cat eal 210 (a) ( 
Interior, Secretary of: 
Authority to enforce Waren amend instruments of transfer 
grant releases__-_- oa aiaist . 208 (k) 
Inventory controls, agencies to m: aintain 202 
Inventory levels, establishment__- — 206 (a) 
Invoices, itemized. See General Supply Fund. 


J 


Joint Committee on Printing, authority not affected by Act- 602 (d) ( 
Judicial Branch of the Government: 
Federal Records Council, appointment of representatives 
National Historical Publications Commission, appointment of repre- 
sentative hconetaad - Specleantia sie cataleptic 503 


L 


Lafayette Building, District of Columbia, nonavailability of Buildings 
Management Fund for__- ae s : 210 
Land for buildings and projects authorized by Congress, acquisition 
er a 6 ea eal ; Scecee, aee 
Leases: 
Rental payments, repairs, etc., under terms of for housing of Federal 
agencies exempted from requirements of section 322 of Act of June 
30, 1932 ee 7 210 (a) 
Repair or improvement of rented premises w vithout regard to limitation 
imposed by section 322 of Act of June 30, 1932______----~- _ 210 (a) 
Legal status of reproductions___________~- ene Oe 
Legislative Branch of the Government. See Congress; House of Repre- 
sentatives; Senate. 
Liability, letters and other intellectual productions, limitation on__._.._-._. 510 
Librarian of Congress, membership on National Historical Publications 
Commission_ : Serenade 503 (a) 
Library memberships, appropriations authorized___________ aba ae Ca 
Liquidated damages, remission. Eee a J _._... 306, note 


Maritime Commission, U.S 
Disposal of surplus vessels_ 
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Sectior 
Medical institutions, transfer of surplus property to__.------ 203 (j), (k 
Medicines and medical property, procurement of without advertising 302 (¢c) (7 
Merchant Marine Act of 1936: 

Provisions of to govern disposals of surplus vessels 203 | 
Microcopy publications of records and documentary material 507 
Microfilming services, establishment, maintenance, and operation___.__ 505 (d 
Military schools, transfer of surplus property to _--~- anu 200 (§) (8) 
Military supply depot, building on grounds of, limitation on transfer of 

functions with respect to 5 210 (d) (3) 
Monuments, historic, use of surplus property for 2038 (k) (2) 
Motion-picture films: 

Acceptance for deposit in Archives 507 (e) (2 

Making, preserving, ete., authority 507 (f 
Motor vehicle identification 21 


N 


National Archives (see also Federal Records Act of 1950; National Ar 
chives Establishment) : 
Archival administration 
Building, custody and control 
Definition of National Archives of the United States 
Seal 
National Archives Council: 
Applicability of existing regulations is — 601 
Functions of Archivist of the United States with respect to pedis ee Oe 
Transfer to General Services Administration miiatiiiial suiting, ee 
National Archives Establishment: 
Applicability of existing regulations and procedures as naitihincaa 601 
Archivist of the United States: 
Appointment head .. 104 (a) 
Functions ; ; niaieicieialaimiiale . 104 (a) 
Federal Register, Division of the: 
Functions of Director, transfer to Administrator of General 
Services _- 5 ivedahnadididencaat 
Status of transferred emp sloyees ; stuiiadeccubanmioadl 108 
Transfer to General Services Administr: ition. aaittincs SE Cs ae ce 
National Archives and Records Service 104 (a), analysis 
National Archives Trust Fund, —_— of fees for making or authenti 
cating copies or reproductions ; sc itia SS aaa ee 4 
National Archives Trust Fund Board: 
Functions of Archivist of the United States with respect to - 104 (a 
Transfer to General Services Administration__- . 104 (b 
National Bureau of Standards, restriction on transfer of functions with 
respect to buildings occupied by- iota cedeniicatansi nteiiminte ee ee GO) 
National Historical Publications Commission: 
Appointment authority__--_-_~- in a seastiianipaecmmaills 503 (c) 
Os = URINE 0 I cin cl emeteemmmin cen eine 5038 (a) 
Functions —__-- = ae ‘ _. 508 (d) 
Functions of Archivist of the United States with respect to. 104 (a) 
Historical works, publication, approval__....__ ~~ 507 (c) 
Payment of expenses of members . 503 (« 
Transfer to General Services Administration_ . nial 104 (b) 
Vacancy, filling of....._~~- a 503 (b) 
National Industrial Reserve: 
Furnishing of utilities, etc., to plants constituting part of 210 (a) (10) 
Insurance against damage to properties of, use of proceeds for 
PN eieicin cies EES 210 (a) (11) 
National Industrial Reserve Act of 1948, powers of Secretary of Defense 
not affected___ liana tamil ance _. 602 (d) (5) 
National Military Establishment (see also Defense, Department of; De- 
fense, Secretary of) : 
Cataloging activities, coordination with CG 206 (a) (3) 
Procurement activities, authority of Secretary of Defense to a 
from actions taken _____- SS eA, 
Surplus property of, use for educ ational purposes 203 (j) (3) 
Naval and maritime academies, transfer of surplus property to 203 (j) (3) 
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Section 
Naval training station, building on grounds of, limitation on transfer of 
fanctions with respect t0..........<c.5<- 210 (d) (3) 
Navy yards, buildings on grounds of, ‘limitation on » transfer of functions 
with respect to ; audcmense ee Ge eee 
Negotiated sales, authorized_____-_~- 203 (e) 
Negotiation ef purchases and contracts. See Contracts and purchases. 
New York City, pneumatic tube system, maintenance, Pec of obli- 
gations : iseticsnianisa dail .... 210 (a) (7) 
Non-Federal agencies: 
General Supply Fund available for procurement for : . 109 (f) 
Transfer of excess property to a .. 202 (a), (c) 
Nonpersonal services: 
Authority of Administrator to procure and supply__----~- nvm ee Ve) 
Denmtion: of........... a a - ; 3 (j) 


Oo 


Obsolete laws, citation by Administrator 
Offenses. See Penalties. 

Office buildings. See Buildings, operation of, and related activities. 
Office of Contract Settlement. See Contract Settlement, Office of. 
Organization. See General Services Administration. 


e 


Parks, recreation areas, etc., use of surplus property for_._._..._... 203 (k) (2) 
Payments for services, facilities, etc., furnished, authority for obtaining 

and crediting a ss ; ein ; 210 (a) (6) 
Penalties: 


209 (b) 

: a 208 (d) 

Fraud against Government______- Me 209 (b) 

DUEIEIAEIO Ge Ciacci nection tenet ninanninetiva Gee 

Liability of Government employees___-__-_ oimaitadeate inactieiptpiaieieyes 
Per diem, personnel employed in connection with operation of build- 

RI ceccemecie pk iesshiapeaeelaiahidnaekaae aE ae 
Person, definition of enim «OUR 
Personal papers of Government officials, accept ance for de posit ; restric- 

tions on use ceili inna ee eee On 
Personal property (see also Excess property ; Surplus property ) : 

Authority of Administrator to procure and supply__---- (a) 
Catalog system for__ ” 206 (2) 
SINS WOE sic inne dass setatat deselect eniaiaads 
Payments for purchase, transportation, and personal services in con- 
nection with repair, rehabilitation, and conversion _ 109 (a) (2) 
Personal services, procurement of without advertising____- .... 302 (c) (4) 
Personnel : 
Appointments under sec. 5 (b) of Surplus Property Act of 1944.___.... 106 
PD eee : ‘ ...... 208, 404 (c) 
[SEE - ; anisnisan ee CD 
From other agencies ona 208 (€) 
Outside continental limits ” 404 (c) 
Liability under sales : ica ar Oe? 
Per diem, personnel employed © in connection with ope ration of 
I re ee en ts scutes meee (4) 
Status of transferred employees________________ SS 
Transfers of, generally ; — 107 (b), 205 (f) 
Federal Supply, Bureau ec : = .- 1402 (a), (¢e) 
Federal Works Agency — (a) 
National Archives Establishment___-___- , — (a) 
State Department (e) 
Treasury Department sd ; 102 
War Assets Administration in. sa 
Plans and specifications for buildings and projects authorized by C ongress, 

authority 210 (c) 
Pneumatic tube system, New York City, maintenance, payment of 

obligations___._.___- 7 . E : sittin aa ae <2) 


(Cc) 
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Policies. See Regulations. 
Policy and purpose, declarations of_—- 2 
Post-office buildings, limitation on transfer of functions__- . 210 (d) 
Postmaster General, delegation of functions with respect to post-office 
building to__- cited 
Posts, buildings on grounds of, limits ition on transfer of func tions with 
respect to___ = ee Satie cenciee ates SD 
Preservation of records. See Federal Records Act of 1950. 
President of the Senate: 
Federal Records Council, designation of representatives_......--~- 
National Historical Publications Commission, appointment of one 
Member - s ee 
President of the United St: ites : 
Designation of Acting ie ennai pending first appointment- . 101 
Directive dated July 1, 1949 aera _... Appendix 
Exemption of actions o with respect to: 
Any executive agency : 602 (d) (1 
National Military Establishment 201 
Foreign disposal agreement functions of State Department, determina- 
tion of * . ie 401 (4 
Letter to all executive agencies, dated July 1, 1949 ‘ Appendix 
National Historical Publications Commission, appointment of two 
members to : ‘ ; - 503 
Personal papers, acceptance for deposit in Archives; restrictions on 
use 5O7T (e) 
Policies and directives to be prescribed by 205 (a), 404 
Power to fix rates of compensation 101 
Report to, agency violations of provisions respecting records manage 
ment 5OS 
Prices. See General Supply Fund. 
Printing, Joint Committee on, authority not affected by Act 602 (d) 
Private agencies, aid in collecting, preserving, and publishing documents 
important to history of United States HOB (« 
Private sources, transfer of material to National Archives from HOT (a) (3 
Proceeds from disposals or transfers: 
Abandoned property head 7 . 203 (1 
Agricultural commodities al 208 (h 
Buildings Management Fund credited with ; be 210 (f 
Coverage into Treasury as miscellaneous receipts sic dpabcnaan A ee 
Foreign disposals___._.---_- See ‘ 401 (c), 408 (b 
Credit management______- Seta ; eotite . 204 (f 
Credit to cost of work covered by contract ; . 204 (d 
Credit to reimbursable fund or appropriation ... 204 (b 
Deposit in special account______--__-------- ; aes 204 (c), 403 
Foreign disposals___.___- : =e Et 401 (c), 40 
General Supply Fund credited with. cate we .. 109 (c) 
Reimbursement at fair value of excess property . 202 (a 
Strategic or critical materials, acceptance in lieu of cash . 204 (e) 
Procurement, warehousing, and related activities: 
Administrative determinations and delegations ah 307 
Advance payments , 
Advertising. See Contracts and pure hases below. 
Agency head, defined : OS 309 (a 
Antitrust laws, violation shown by bids__ ‘ acs _.. 302 (d 
Applicability of Title IIT__..._-_- chit deed ban csindeerien Ge Cal 
Authority, delegation of_- asncititacncas Ga (ie Pee “(a), (b 
Notices concerning to be furnished to General Accounting Office. 302 (a 
Authority of Administrator to 
Extend services to mixed a corporations, District of Co- 
lumbia government, or Federal agencies____- Laken 201 (b) 
Operate warehouses, supply centers, repair ‘shops, ‘ete ivtcae Mn (a). (2) 
Prescribe policies and methods___________--__- lad 201 (a) (1) 
Prescribe regulations governing exchanges or sales 201 (c) 
Procure and supply personal property and Peet cntites 
ei ‘i J bebe 201 (a) (3) 
Represent agenc ies in matters involving carriers and public util- 
SON Se wae “a oe if 201 (a) (4) 
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ocurement, warehousing, and related activities—Continued Sec 


Buildings or improvements 
Contracts and purchases: 
Advance payments ; 
Advertising (see also Negotiation ‘below ) 
Exemption from R. 8S. 3709 
Requirements___-~-~- ase 
Amounts not exceeding : 
$! ° 302 (c) 
iit acca ctiie et bile 302 (c) 
Amounts over $10,000_____- 302 
Annulment for breach of warranty 304 
Architectural services_- " 304 
Auditing contractors’ books--- 304 (b), 
Brokerage fees______~- one 304 
Commissions, contingent fees, etc 304 
Cost-plus-a-fixed-fee__._.____-- 304 
Cost-plus-a-percentage-of-cost 304 
Engineering services 304 
Fees for experimental, developmental or research work 304 
Incentive-type ‘ a 304 
Inspection of contractors’ plans ‘ : 304 
Negotiation of: 
Advance publicity, amounts in excess of $10,000 . 802 
Contract requirements — is nee 
Preservation of data with respect to_- ads 307 
When authorized_-_-_- seusasaiiall i 302 (¢) 
Amounts not ext eeding $1, 000 ‘ F 802 (c) 
Buildings, roads, sidewalks, etc_- . 302 


302 


tion 


(e) 


305 
310 
310 
303 


(3) 
(3) 
(b) 
(a) 
(b) 
(c) 
(a) 
(a) 
(b) 
(b) 
(b) 
(b) 
(b) 
(b) 


(b) 
304 
(dad) 

10 
(3) 
(e) 


Character and caueilaabe not to be disclosed 302 (c) (11) 


Competition impractical to secure 302 (c) 


(9) 


Developmental work or test_--- ; .. 302 (c) (10) 


Educational institutions, services rendered by__-. 302 (c) 
Experimental, Madan or research work or 
test - sauiatay a . 302 (c) ( 
F oreign proc urement and use___-_- 302 (c) 
Medicine and medical property) 302 (a) 
National emergency, period “. A . 302 (c) 
Other law nikita pieces 302 (¢ 
Personal services_-__- ; ; sacar Se EC) 
Professional services- ian .._ 302 (c) 
Property for resale ; : 302 (c) 
Public exigency not admitting of delay- ; . 302 (c) 
Rejected bids... ~~~ sans 302 (c) 
tesearch work or test__-_ sd wow Me ae) 
Technical equipment-_- “ : bias ._ 802 (c) 
Plans, right of procuring agency to inspect " ‘ 304 
Preservation of findings and data with respect to _ 807 (c ), 
Purchase order exceeding $25,000 or 5 percent, advance noti 
fication by contractor___-_- a te 304 
Remission of liquidated damages____-_-- 306, 
Small-business concerns J Sain =e 302 
Stationery and supplies, exemption from one-year requirement__ 310 
IIE Gi oe etnies ercin einai aaah lan abitiahinlsesiais inane) Dg 
Warranty by contractor as to. payme nt of commission, percent 
age, etc . 
Costs of, payment from General Supply Fund. : ain heading Gen- 
eral Supply Fund 
. 306 
Decl laration of purpose of Tit! e Ill at 
Functions and duties of Administrator with respect to. See Authority 
Lbove. 
General Supply Fund. See main heading General Supply Fund 
National Military Establishment, authority of Secretary of Defense 
to exempt . Se galt ae 
Negotiated contracts an irchases se ontra r purchases 
above. 
Policies and methods, authority of Adr istrator t rescri . 201 (a) 


(5) 


10) 
(6) 
(7) 
(1) 
) 14 
(4) 
(4) 
(s) 
(2) 
(13) 
(10) 
(12) 
(b) 
(d) 


(b 
note 
(b) 
(a) 
(¢ 


° j ._. 304 (a) 


note 
301 


(1 
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Procurement, warehousing, and related activities—Continued Sect 
Public buildings or improvements . 302 
Purchases. See Contracts and purchases above 
Purpose, declaration of__- lt e ’ 
Small-business concerns ahi ee ; 302 
Statutes relating to procureme nt: 

Continued in effect_-_- ; — neers si ._. 308, 602 (d 
Not applicable 3 

Tests of commodities and articles tendered for sale to Gene eral Servic es 
Administration or procurement authority- austiighinidiccmaa ae 

Professional services, procurement of without adve rtising__- _ 302 (c) 

Property (see also Buildings and related activities; Excess property ; 

Personal property ; Procurement; Real property ; Surplus property) : 

Definition of J 3 (d), (e), (f), 

Substitution for “supplies” in Title III i Title III, analy) 

Property management practices, surveys authorized mini ape te) 

Property utilization. See Excess property. 

Protection force maintained by General Services Administration, arms 

and ammunition for ire ee ee) 
Proving ground, building on grounds of, limitation on 1 transfer of functions 
with respect to “ ¥ vinnie ae (a) 

Publie buildings. See Buildings, operation of, and related activities. 

Public Buildings Administration : 

Abolishment nietinied pao ; : _. 108 

Applicability of existing regulations and proc edures : , 601 

Commissioner of. See Public Buildings, Commissioner of 

Construction or repair of buildings is ian 302 

Property management survey authorized_- : 206 

Space, assignment, and reassignment ‘ ~. ae (2), 210 

Status of transferred employees__——-_-- es aa “ 

Transfer of functions, personnel, ete_- as ‘ . 103 (a), 107 

Public Buildings, Commissioner of: 

Abolishment of office of__-- ee ee ee TOE ee A 103 

Procedures, policies, and directives of, continued in effect 601 

Transfer of functions—__ emits . 2 103 (a 

Public Buildings Service cata : 108 (b), analysis 

Public domain, applicability of provisions (iusce i 3 (d 

Public health, use of surplus property for__- 203 (j), (k 

Public improvements, authorization required_- : - 302 (e 

Public institutions or associations, transfer of records to_- s . 507 (a) (2 

Publie Printer: 

Forms, blankbook work, specifications, and other printed material not 
available from Superintendent of Documents, purchase from or 
through — ; = ian a aes mee te) 

Public Roads Administration. See Public Roads, Bure au of; Public 

Roads, Commissioner of. 

Public Roads, Bureau of: 

Applicability of existing regulations and procedures__ 601 

INN WR ae tenn Hinwicen a oe pcixcae SO Ce) 

Status of transferred employees sa i dangle , 108 

Transfer to Commerce Department __-----~- es -- 103 (a), note 

Transfer to General Services Administr% 1tion__ cca DOD G9, 30 Ca) 

Publie Roads, Commissioner of: 

Procedures, policies and directives of, continued in effect_- -_. 601 (c) 

Transfer of functions - i esdlck tio iadlaieast! GUE A ag SRO 

Public utilities, authority of Administrator to represent agencies in con- 

nection with __---- Silden cciedehiastaags caine liber bikicl ee liadite: sae Ge 0 

Public utility services: 

Contracts for, duration___- 201 (a) 

Management of, Administrator to prese ribe policies and methods_ 201 (a) 

Negotiations for 201 (a) 

Publications. See National Historical Publications Commission. 

Purchase specifications, standard: 

Authority to prescribe___--- ad , _. 206 (a) (4) 

Utilization by Federal agencies__ veselaiicm GO 
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Real estate, acquisition by purchase, condemnation, or otherwise 
Real property (see also Buildings and related activities ; 
Surplus property) : 

Space in, temporary assignments or 
Reassignments of excess property. See 
Records: 

See also Federal Records Act of 1950; 

Transfers to General Services 

transfers of functions. See name of specific agency. 

Records Council. See Federal Records Council. 

Records management (see also Federal Records Act of 1950) : 
Central storage of noncurrent records 
Controls, improved, promotion in 

agencies 

Disposal practices, surveys author ized_ 

Disposition of noncurrent records 

Reports: 

From Fedeftal ag 

Services : 
To Budget Bureau_-_ kes aki 
To Congress : 7 : 

Storage, central, of noncurrent 

Surveys authorized___- Bitz 
Redelegations of authority. Authority. 
Regulations, policies, directives, etc. : 

Administrator, general authority 

Contractor inventory, disposal of 

Donations or assignments for educational or other purpo 


reassignments 
Excess property. 


Records management. 
Administration in 


with 


cooperation 


of General 
104 (¢) 


encies to Administrator 


records 


Seeé 


to prescribe regulations 


Exchanges of personal property 
Executive agencies, issuance of 
Property accounting—_- 
President to prescribe policies and directives 
Records, transfer of on Orn... aed 
Transfers of excess property-—-_- 

Remission of liquidated damages__ 


orders and directives by 


MATERIALS 


connection 


203 


791 


Section 


210 (a) (12) 


Excess property ; 


202 (g) 


with 


104 (c) 


executive 


104 (« 
104 (c) 
104 (c¢) 


(1), 5O8 (a) 
104 (c) (3) 
104 (cc) (3) 
104 (cc) (2) 


104 (c¢) (1) 


205 
203 
{j) (1), 
(k) (1) 
POL (ec) 
205 (c) 
20 (b 
404 (a) 
0D (e) 
202 (a), (Db) 

306, 


(Cc) 
(f) 


note 


Rent, ground, buildings owned by United “States or occupied by Federal 


agencies, payment___-_-_-~- Sl cae oe 
Rental payments, repairs, etc., under terms of lease for 
eral agencies exempted from requirements of section 322 of 
June 30, 1982 eet sia anea is 
Rented premises, repair or improveme nt Ww 
of section 322 of Act of June 30, 1932 
Reorganization plans: 
No. 1 of 1947_- 
No. 7 of 1949___- 
No. 15 of 1950_-~- 
No. 16 of 1950_ 
No. 17 of 1950___-_- 
No. 18 of 1950_- . 7 
No. 20 of 1950__-__- ee ; 1 
Repair shops: 
Authority of Administrator to operate 
Inventories, addition of value to General Supply Fund 
Repairing and converting, Administrator to prescribe yp 
methods as oats ‘ 
Repairs or improvements of rente a pre mises with lout regard to 
imposed by section 322 of Act of June ; ap 
Repeal and saving provisions 602, sec 1 ub 
Reports to be submitted : 
Accounting principles and standards, failure 
Annual report of Administrator 
Excess property in executive 
Excessive stocking___ a - - 
Experimental or deve lopmer tal work, contracts 
Foreign disposals_________- eae 


gara 
gard to | 


ithout re 


Law 754, followi 


to comply with 


agencies 


S9RRS O—54 pt. 2— 


210 (a), 
tle V, 


licies 
201 
limitation 


ng 605 


302 


210 (a) (3) 


housing of Fed 
Act of 


210 (a) 5) 


mitation 


210 (a) (8) 


102 


(a), 


(b) 
note 
note 
note 


103 
103 
103 (a), 
103 (a) 
(d), analyses 


(a) 
note 
analysis 


201 (a) 
109 
and 
(a) 
°210 (a) 
anaty) 


(bd) 
212 
(b) 2 
(a) 
(ce) 


205 


O09 
206 (2) 


(10) 
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Reports to be subtaitted—Continued Sectior 
General Supply Fund_---—-- a iced mies 109 (e) 
Property and property manageme nt prac tices____ wnimianiee Oe CD tae 
Records management activities ke eae scosaus 208 (C), C68 

Reproductions, legal status__- ; “ ; , , inane 509 

Research : 

Disposal of surplus property for ‘ ; a= aoe US), ER) 
Procurement for without advertising ‘ .. 302 (c) (10) 

Roosevelt Library, Board of Trustees of: 

Functions of Archivist of the United States with respect to _. 104 (a) 
Transfer to General Services Administration casino Lccinse a en 


Salaries of certain officials 
Saving provisions 
Schools: 
Department of Defense, building on grounds of, limitation on transfer 
of functions with respect to -. 210 (d) (3) 
Transfer of surplus property to aie .. 208 (j), (k) 
Secretary of Defense. See Defense, Department of; Defense, Secretary 
of; National Military Establishment 
Senate: 
Federal Records Council, appointment of representatives 504 
National Historical Publivations Commission, appointment of one 
Member to : a ace setteniens ae. Ca) 
Nonapplicability of Act to; avail ibility of services and facilities _ 8 (b) 
602 (e) 
Gepareninty of provisions s ; ‘ bet iris 604 
ervicing, definition jaa eaiicals ; ; a4 (c) 
Short title lie 1 
Small-business concerns, fair - proportion of procurement to be through. . 802 (b) 
Smithsonian Institution, buildings under jurisdiction of regents, restric 
tion on transfer of functions with respect to___- -.« 210 (d) 
Sound recordings: 
Acceptance for deposit in Archives sa 507 (e) 
Making, preserving, ete., authority aio Late 507 
Space, assignment and reassignment : 
Excess real property ‘a : dictasasaiaicn a 
Government-owned or leased buildings_-_ os atc lcaste nal acne coe 
Speaker of the House of Representatives: 
Federal Records Council, designation of representatives____.__-~- 
National Historical Publications Commission, appointment of one 
member_- hc eiecpetae 503 
Spec ial deposit necount (see also ( Gener “al Supply Fund): 
Use in connection with proceeds from disposals or transfers__ 204 (c), 
Specifications (see also Purchase specifications) : 
buildings and projects authoiized by Congress, authority__._._____-__ 2.0 
Standardization of practices, forms, ete ipieaelaienkaad 
Standards, National Bureau of, restriction on transfer of functions with 
respect to buildings occupied by : nee eae. Cy 
State Department: 
Foreign excess property functions i . oe ; . 401 
Transfer of records, personnel, etc., relating to_- ; _. 404 (e) 
National Historical Publications Commission, appointment of repre- 
sentative to__- peut aiehenkelenibipiacikgy ee 
States and Territories, transfer of surplus property to___._____.__ 208 (j), (k) 
Statutes: 
Continued in effect__ ‘ : ___. 308, 602 (d) 
Not applicable__-__ ss renscntee 310 
Repealed S : 602 (a) 
Statutory limitations and restrictions on use and examination of trans- 
ferred records, applicability ; removal after 50 years__ _. 507 (b) 
Stenographic services, employment of_-_.-~~-~~--. num ee) 
Still pictures: 
Acceptance for deposit in Archives________- ae = = 
Making, preserving, etc., authority 507 (f) 
Storage, policies and methods ; 201 (a) (1) 
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Storage of records. See Records and records management Section 
Strategic or critical material, acceptance in lieu of cash “ -.. 204 (e) 
Supplies and services (see also Excess property; Procurement; Surplus 
property) : 
General Supply Fund ‘ i 
Inventories -___- " cman: an 2a) 
Reimbursement to General Services Administr: ition by requisitioning 
agency when advance of funds not made__-_ 109 (b) 
Substitution for “supplies” of “property” in Title III Title III, analysis 
Uniform catalog and purchase- a , 206 (a), (bd) 
Supply centers : 
Authority of Administrator to operate_- 201 (a) (2) 
Inventories, addition of value to General Supply Fund .- 109 (a) 
Surplus property, : 
Abandoned property on premises_ a 203 (1) 
Advertising, disposal without . 203 (e) 
Agricultural commodities a = 7 203 (g), (h) 
Antitrust laws, applicability to disposition of 207 
Armed forces, use by. See below, Educational, public health, and other 
purposes. 
Authorities not affected by Act . —_ ' . 602 (d) 
Books, donations of for educational or pub lie health purposes ; 203 (j) 
Care and handling of__-- 7 203 (b) 
Compliance with terms of tr: ansfe r, enforceme nt_ ‘ 203 (k) (2) 
Contractor inventory cea =< 203 (f) 
Cotton goods, disposal of 203 (g), (h) 
Definition ___ 3 (g) 
Direction and supe rvision over disposition of 203 (a) 
GRRE 08 csrnanan ‘ 203 
Documents regarding : 
Amendment, enforcement of 203 (k) (2) 
Execution of__- 203 (c), (da) 
Releases from__ ‘ 203 (k) (2) (iii) 
Donations of on - 203 (j) 
Educational, public health, and other purposes, use fo 
Books, equipment, supplies, etc., donations of- 203 (j) 
Compliance with terms of transfer, enforcement 203 (k) (2) (i) 
Correction or amendment of instruments____--~~ 203 (k) (2) (ii) 
Determination as to usability or need to be made by: 
Federal Security Administrator_______-__- 203 (j) (2), (kK) 
Secretary of Defense__-_ ae 203 (j) 
Parks and recreational ares : 203 (k) 
Public health purposes__- 203 (j), 
Real property_--~-~-~-- 203 (k) 
Release of conditions in disposal instruments 208 (k) (2) (iii) 
Research........ ; 203 (i), (k) 
Training of armed forces = 203 (k) (2) 
Foods, disposal of__-_-- ae -- 203 (g), (h) 
Foreign. See Excess prope rty. 
General provisions____~-~- ; . 208 (a) 
Instrument of conveyance, effect of ‘ 203 (d) 
Compliance with__- ‘ Z , ; 203 (k) (2) 
Merchant vessels, disposal of : 7 : air See 41) 
Methods of disposal____-_--~~- an ... 208 (c) 
Parks and recreational areas, use for. Sce above .E duc ational, public 
health, and other purposes. 
Proceeds from. See main heading Proceeds from disposals or trans- 
fers. 
Public health purposes, use for. See above, Educational, public health, 
and other purposes. 
Regulations governing disposal: 
Contractor inventory 203 (f) 
Donations or assignments for educ ation 1, public he: alth, and other 
purposes : 
Personal property —_--- 
Real property_- 
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Surplus property—Continued Section 
Research, use for. See Educational, public health, and other purposes. 
Training and maintenance of civilian components of armed forces. 

See Educational, public health, and other purposes. 
Utilities, ete., furnishing to i ca a a a aa eae 210 (a) (10) 
Vessels of 1,500 gross tons or more, disposal Chics : . 203 (i) 
Woolen goods, disposal of___- . -_. 2038 (g), (h) 

Surplus Property Act of 1944: 

Amendment or reformation of disposal instruments .. 2038 (k) (2) (ii) 
Applicability of existing regulations and procedures under_ : 601 
Credit, extension under sib ; os eh 
Enforcement of terms of disposal 7 mane ae Ua) €2) 
Foreign currencies and credits, use of to ‘effectu: ite sec. 32 (b) (2) 

of al s A ae acon 401 (b) 
Personnel appointed under sec. 5 (b) i eis idactgiatetas amatetaprote 105 
Real property declared surplus by Government corporations pur- 

suant to, payment of sums in lieu of taxes 210 (a) (9) 
Release of conditions in disposal instruments _._ 203 (k) (2) (iii) 
Repeal of oe eee 

Surveys authorized or required: 
Buildings and projects authorized by Congress 210 (c) 
Property a 202 


(i) 


(b) 
Management practices . ; 2 s ; 206 (a) (1) 


Records__- = : andlie 7 _ 104 (c), 505 (ce) 


4 ly 
Taxes: 
Real property declared surplus by Government corporations, payment 
of sums in lieu es neelienanad 5 .... 210 (a) (9) 
Technical equipment, procurement of without advertising . 302 (c) (12 
Territories. See States. 
Test borings, buildings and projects authorized by Congress, authority__ 210 (c) 
Tests of articles or commodities tendered for sale to General Services 
Administration or senebbamie authority, charges 109 (g) 
Trade-ins hai . 201 


‘ (c) 
Traftie mani: igement, policies and methods soeetieciia nn ee es. C2) 
Transfer and counterwarrant. See General Supply Fund. 
Transfer authority, authorization for__ *: eva ; 603 
Transfers of excess property. See Excess prope rty. 
Transportation, policies and methods tia acai: ss cmngpaics ae, 
Treasury Building, restriction on transfer of functions with respect 
to a eed 2 210 (d) 
Treasury Departme: nt (see also T reasury, U nited St: ites ; ‘Treasury, Sec- 
retary of): 
Applicability of existing regulations and procedures 601 
Bureau of Federal Supply: 
Abolishment__ — 102 (a) 


Applicability of existing regulations and procedures or aa 601 
To prices paid by requisitioning agencies - ._.. 109 (b) 


Status of transferred employees a rohit : 108 
Transfer of functions, personnel, éte__ - . 102 (a), (c), 107 (a) 
Contract settlement functions, transfer 102 (b) 
Functions, personnel, records, etc., transfer of ‘ 102, 107 (a) 

General Supply Fund, use of special deposit account by disbursing 
officers_ -” cca acinia ie i taclednddaaniiees wtiibinadcibie tend iia ne [ae 
Status of tri ansferred WR s kcccrttinwkcknews< als 108 

Treasury, Secretary of: 

Buildings Management Fund, establishment 210 (f) 

Foreign currencies and credits, establishment of procedures govern- 
eer sisitatlge 401 (c), 408 (a) 

Functions, supply and contract settle ment, tr ansfer to Administrator 
of General Services__- 102 
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Treasury, United States: 

Coverage into: 
Buildings Management Fund, net income oh 210 (f) 
Proceeds of transfer or disposition of property 204 
Foreign disposals__-_-_ jo ‘ 401 (ec), 403 (b) 

Deposit with in special account of proceeds of disposition or 
transfer Raat oe sai tate 204 (c), 403 
General Supply Fund. See General Supply Fund. 


U 

Unauthenticated copies, definition_ = : is 3 _. 511 (e) 
Unclaimed property, disposal of 203 (1) 
Uniforms for employees required to wear uniform clothing__—_ 210 (a) (1) 
United States Maritime Commission : 

Disposal of surplus vessels a ; 203 (i) 
Universities : 

Procurement for services of without advertising 302 (ec) (5) 

Transfer of surplus property to oe 203 (j), (Uk) 
Utilities (see also Public utility service; Public utilities) : 

Furnishing to plants constituting part of National Industrial Reserve, 

and to surplus real property sii Saashen ___.. 210 (a) (10) 

Utilization of property. See Excess property. 


Vv 
Vehicle identification___.._~- Sei : 211 
Vessels, surplus, disposal of oi 203 (i) 


Walsh-Healey Act, effect of ntdescan 308 
War Assets Administration: 
105 
601 
Personnel holding appointments under sec. 5 (b) of Surplus Property 
Act of 1944 = eee eae ; 105 
Status of transferred employees : 5 108 
Transfer of functions, personnel, ete___-_ — 105 
War Assets Administrator: 
Abolishment of and Associate War Assets Administrator 105 
Transfer of functions___ lr hae as . jie 105 
Warehouses : 
Authority of Administrator to operate____- 201 (a) (2) 
Inventories, addition of value to General Supply Fund 109 (a) 
Warehousing. See Procurement, warehousing and related activities. 
Woolen goods, disposal of___- ; 203 (g), (h), 402 (a) 
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SOURCES OF STRATEGIE 
British E: 
Cordage file 
Pyrethrum 
i. Gold 
Manganese, 
Manganese 
Manganese 
Africa, Portuguese 
Cordage fiber 
Afri Portuguese 
Cordage fiber, 
Africa, of 
pounds) : 
Antimony 
Asbestos 
Asbestos, 
Bery! 
( 
( 
( 
( 
( 
( 


anLUNnesSe 


Afr 


ca ist (English pounds) 


r, sisal 


(English 
battery 


Afric Coast pounds ) 
grade 

al grade 

metallurgic grade 
East (escudos) 

sisal 


West 


sisal 


chemi 


ill 


n Cescudos ) 


nion South (English 


amosite 
crocidolite 


‘admium 
hromite, 
‘hromite 
‘hromite 
‘oppel 
‘orundum 


al 
urgic 


refractory 


grade 
al grade 
grade 


chemi 


metall 


metallurg | grade 
Platinum-iridium 
Platinum 
Tungsten 
Vanadium 
Vegetable tannin-w 
(United 
Platinum-iridium 


Platinum 


le 
lé 


itt 


States dollars) 


Alaska 


Angola, Portuguese West Afri ( 


cudos ) 
Mica 
Argentina 
Beryl 
Mica 
rungsten 
Vegetable 
bracho 
Australia (English pounds) : 
Beryl 
Cadmium 
Hvoscine 
Lead 
Tungsten 
Zine 


LOTeCS 


muscovite 


block 


(Pesos ) 


muscovite 


block 


tannin eXxtracts-que 


A Atlantic 


(escudos ) 


( Ocean) (Portugal) 
Sperm oil 

Belgium-Luxembourg 
Antimony 
Lead 

Belgian Congo 
Cobalt 
Columbite 
Diamonds 
Palm oil 
Pyrethrum 
Rubber, natural 
Tantalite 
Tin 
Tungsten 


(franes) 


(franes) 


AN 
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Dp CRITICAL MATERIALS 
Bolivia (bolivianos ) 
Antimony 
Asbestos, crocidolite 
Tin 
Tungsten 
Zine 
Lorneo, British (English pounds) 
Rubber, natural 
Brazil (cruzeiros) 
Beryl 
Castor oil 
Coluimbite 
Cordage fiber, sisal 
Diamonds 
Manganese, metallurgical grade 
Mica, muscovite block 
’yrethrum 
Quartz crystals 
Rare earth 
Tantalite 
Tungsten 
British Guiana (English pounds) : 
Bauxite, metal grade 
sauxite, abrasive grade 
Bauxite, refractory grade 
Diamonds 
British Malaya (English pounds) : 
Tin 
Canada (Canadian dollars) : 
Abrasive, crude aluminum oxide 
Aluminum 
Bismuth 
Cadmium 
Cobalt 
Copper 
Lead 
Mica, phlogopite splittings 
Nickel 
Platinum-iridium 
Platinum 
Tungsten 
Zine 
Ceylon (rupees) : 
Graphite, amorphous lump 
Graphite, lubricant and 
grade 
Rubber, 
Chile 
Copper 
Lodine 
Molybdenum 
China: 
Antimony 
Hog bristles 
Feathers and down, waterfowl 
Molybdenum 
Silk, crude waste and noils 
Sperm oil 
Tin 
Tungsten 
Colombia (pesos) : 
Platinum 
Costa Rica (cclones) : 
Cordage fibers, abaca (manila) 


packing 


natural 


(pesos): 
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Cuba 
Chromite, metallurgical grade 
Chromite, refractory grade 
Copper 
Manganese, chemical 
Nickel 

Dutch Guiana (guilders) 
Bauxite, metal grade 

Ecuador (sucres) : 
Castor oil 

Egypt (English pounds) : 
Cotton, extra long staple 

French Indochina (franes) 
Rubber, natural 

French Morocco (franes) : 

Cobalt 

Manganese, chemical grade 
rermany (marks): 

Fluorspar, acid grade 

Fluorspar, metallurgical grade 

Guatemala (quetzales) : 

Cordage fibers, abaca (manila) 
Quinine 
Haiti (franes) : 
Caster oil 
Cordage fiber, sisal 

Honduras (lampiras) : 

Cordage fiber, abaca (manila) 

Hong Kong (English pounds) : 
Feathers and down, waterfow! 

India (rupees) : 

Bery! 

Castor oil 

Kvyanite 

Manganese, metallurgical grade 
Mica, muscovite block 
Mica, muscovite splittings 
Opium 

Rare earth 

Shellac 

Silk, crude waste and noils 
Tale, steatite, block 

(rupiah) : 

metal 

oil 


(pesos) : 


grade 


Indonesia 
Bauxite, 
Coconut 
Palm oil 
Quinidine 
Quinine 
Rubber, 
Tin 
(rials) : 

Opium 
Silk, crude waste and 
Italy (lire): 

Fluorspar, metallurgical grade 

Lead 

Mercury 

Silk, crude waste and noils 

Silk, raw, continuous filament 

skeins 
Tale, steatite, block 
Zinc 


grade 


natural 


Iran 


;] 
nous 


in 
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(English 
Bauxite, meta 

Japan (yen) 
lodine 
Mercury 
Pyrethrum 
Silk, crude 
Silk, ray 

skeins 

Zine 

Kenya, British (Engl 
Kyanite 

Korea 
Silk 


Jamaica uinds ) 


grade 


Waste and noils 


latent 


ontin 


UOuS Nn 


sh pounds) 


crude waste and oils 
Tungsten 
Liberia: 
Rubber, natural 
Madag ar 
Graphite, crucible 
Graphite, 
grade 
Mica, phlogopite splittings 
Malaya (English pounds) 
Rubber, natural 
Mexico (pesos) : 
Antimony 
Bismuth 
Cadmium 
Copper 
Fluorspar, acid grade 
Fluorspar, metallurgical grade 
Lead 
Mercury 
Tungsten 
Zine 
Mozambique, Portuguese East 
(escudos ) 
Columbite 
New Caledonia (francs) : 
Chromite, metallurgical grade 
Chromite, refractory grade 
Nickel 
Newfoundland (Canadian dollars) 
Fluorspar, acid grade 
Fluorspar, metallurgical grade 
Lead 
Zine 
Nigeria (English pounds ) 
Columbite 
Palm oil 
Tantalite 
Northern Rhodesia 
Cobalt 
Copper 
Norway (kroner) 
Molybdenum 
Sperm oil 
Panama (balboas) 
Cordage fibers, 
Paraguay (guaranies) 
Vegetable tannin 
bracho 


is 
grade 


lubricant and packing 


Africa 


(English Pounds) 


abaca (manila) 


extracts, que 
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(soles) 
Antimony 
Bismuth 
Cadmium 
Copper 
Cotton 
Lead 
Quinine 
Tungsten 
Vanadium 
Zine 
Philippines (pesos) 
Chromite, metallurgical grade 
Chromite, refractory grade 
Coconut oil 
fibers, 


Peru 


extra long staple 


Cordage abaca (manila) 
Quinine 
Portugal 
Tungsten 
South America, 
Sperm oil 
Southern Rhodesia (English pounds ) 
Asbesto, chrysotile 
Chromite, metallurgical grade 
Chromite, refractory grade 
Spain (pesetas) 
Celestite 
Fluorspar, acid grade 
Fluorspar, metallurgical grade 
Mercury 
Tungsten 
Zine 
Sudan 
Cotton, extra long staple 
Sumatra—Netherlands (guilders) 
Cordage fibers, abaca (manila) 
Switzerland (francs) 
Jewel bearings, instrument vee and 
watch and timekeeping 
Tanganyika: 
Mica, muscovite block 
Thailand (baht): 
Rubber, natural 
Silk, crude waste and noils 
Tin 
Turkey 
Chromite, metallurgical grade 
Opium 


(escudos ) 


Northwest 


(liras): 


AND CRITICAL MATERIALS 
United Kingdom (English pounds ) 
Celestite 
Sperm oil 
United States (United States dollars 
Abrasive, crude aluminum oxice 
Asbestos, chrysotile (Arizona ) 
Bauxite, metal grade 
Bauxite, abrasive grade 
Beryl 
Bismuth 
Cadmium 
Castor oil 
Ferrochrome 
Cobalt 
Copper 
Cotton, extra long staple 
Feathers and down, waterfowl 
Fluorspar, acid grade 
Fluorspar, metallurgical grade 
Graphite, lubricant and packing 
grade 
Iodine 
Lead 
Magnesium 
Manganese, battery grade 
Manganese, metallurgical 
Murcury 
Mica, muscovite block 
Molybdenum 
Nickel 
Platinum 
Rare earths 
Sapphire and ruby 
Tungsten 
Vanadium 
Vegetable tannin extracts, chestr 
Zine 
Venezuela (bolivares) : 
Diamonds 
West Indies: 
Cotton, extra long staple 
Yugoslavia (dinars) : 
Antimony 
Mercury 
Opium 


grade 


(synthetics ) 


APPENDIX G 


AtrR UNIVERSITY, 
DIRECTOR OF EDUCATION, 


Varwell Air Force Base, Ala., February 1, 1954 


Brig. Gen. BONNER FELLERS, 
United States 


DeAR BONNER: I can find 


nothing wrong with 


irmy (Retired), Washington, D. C. 


your strength figures. You 


seem to have proposed a very healthy and formidable force. 
I can’t vouch for your fiscal amounts since we don't get into any of that busi 
ness down here, but I suppose you have checked this with some budget experts 


Personally, I would have more escort 


view, I think it is essential to strategic 


fighters. 
bombing. 


Although this is not the USAF 
However, since ADC is going 


in for long-range fighters, we'll have a good two-purpose weapon here that will 


satisfy my feeling. 


Thanks for letting me see your figures 


visit. 
Sincerely. 


We are looking forward to your next 


DaLe 0. SMITH, 
Brigadier General, USAF. 
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ARMED FORC#Es 


rhe following fig 
the world based en 
Only active lor 
y estal ! 
hay 
“Securit 
tood to mean 
as distinguished from an ordi 
tion such as the State troopers 
1a—the national pe 
xisting in the countr: 
Wherever possible 
ited in footnotes 


(Albania : 
Army 
Navy 
Air Force 
Security tu 
Other forces 
otal 
2. Bulgaria: 
Ar! y 
Navy 
Air | 


Security troops 
Other forces 


Total 


Czechoslovakia: 


APH 200.000 
Nav} No di 

P Do 
Security trooy 100,000 
Other fore No data 


Lota 200,000 
Germany: 
Army 110,004 
Navy OOO 
Air Force 5.000." 
Security tro 25,000 
Other forces : é*) 

Total —_- 145,000. 


1Steinberg, S. H., ed. The State Year-Book. New York, § Martin’s Press 
1953 P. 768 

2 Ibid. 

*Statesman’s Year-Book, 1953. Op . 83 

‘Maximum authorized by treaty ane I x Ships 
Marston, 1952-53. P. 135 

5 Above Army figure appears to include Ai ‘oree which is estimated 

fighter, escort, tactical bombing Stat an’s Year-Book, 1953 Op. « 

* Ibid 

T Ibid., p. 897. 

8’ Apparently figures have not been widely published on the Air Fore t one source 
states: “The Air Force is composed of 3 divisions, equipped with jet there a 6 bat 
talions of parachutists.” Ibi p. 897 

® Ibid 

10 Figures for the so-called People’s Police are derived from a report of the High Com 
missioner in New York Times, April 17, 1955, p. 14. 

“ Tbhid Jane’s reported that there are “3.300 men in the sea police to be increased to 
19,000 officers and ratings by the end of 1952.” Jane’s, 1952-53. Op. cit., p 

122 New York Times, Apr. 17, 1953. Op. cit., p. 14 

Ibid. Described as “other armed men” in paramilitary organizations, i. e., border 
and transport police 

The High Commissioner’s report listed 400,000 “young persons” enrolled in military 
training organizations, i. e., Society for Sport and Technical Training Ibid 


39888—54—pt. 2——52 


3 
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165,000 O52) 
No data 
Do 

100,000 (1952) 
No data 

265,000. 

365,000 (c@. 1952) 
15,000 (ce. 1952) 
60,000 (ce, 1952) .™ 
105,000 (ec. 1952). 
10,000 (ce. 1952). 
555,000. 


2 


250,000 (end of 1952) 
5.000 (« 1952-53 ) .** 
No data. 
100,000 (end of 1952) 
No data 


355,000. 


26 


10, O00 (November 1953)2 
, 000 (ce. 1952-53). 
Fores ~000 (November 19538) 
y troops S00, 000 (July 1951) 
650, OOO 640. 000 (1951 


5, 255, 000 


205, 500 


the Air Force, but one source 
cort reginu t there was als 


sted of 2 fights 
n’s Year-Book, 


*-Book, 1953, estimates 
pp. 1427-1428 
number of Soviet a 
about 19.000 first 
nd-lin Lr ning planes.” See Statesmar 


The same sources timated Sovi Air Force strengt! 


ift industry is reported to have produced 22,000 aircraft 
aireraft engines See Jane’s All the World's Aircraft 
n, ed. London, Sampson, Low, Marston, 1952-5 p. 151 
| trade magazine, reported that at the end of 1952 the Soviet A 
nes, excluding transports, trainers, and general-purpose aircraft 
and trainers, the estimate total was placed at about 36,200. he 
orted that Russia produced 18,210 military planes in 1952, including 
f bombers of the B—36 type, 10,000 fighters and fighter-bombers, 1,800 
medium b ers, 1,400 troop carrier transport and 5,000 trainers and general aircraft 
See New York Herald 7 Sept. 22, 1953, p. 6 
Another source estimated the Soviet Air Force at 20,000 aircraft in organized units and 
nother 0.000 in reserve Moreover, since the end of World War II, Soviet aircraft in 
dustry produced 40,000 military aircraft. See The Red Air Forces. Fortune (New York 
1953, p. 120 
Sr rzewski. Op. cit., p. 598. Estimate made by Emanuel Shinwell, British Minister 
of Defense 
1600,000 of this total figure is described in source as “frontier guards.”’ Ibid. The 
Statesman's Year-Book, 1953, estimated that there are thirty to forty thousand men in a 
special corps which performs particular work “such as trying out secret weapons, special 
missions, and Kremlin guards.” See Statesman’s Year-Book, 1953. Op. cit., pp. 1427-1428 
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B. FAR EAST 


1. Burma (Communist area): 
SO ae About 2,000 (1953) .” 
ae 2 _. No data. 
Air Force___ ‘ ; ae Do. 
Security troops__-_- ; Do. 
Other forces Do. 
Total 2,000. 
2. China (Communist) : 
Army---_- 2,650,000 (1952) * 
Navy--- ; 110,000 (¢. 1952-53). 
Air Force 10,000 (ec. 1952).* 
Security troops 600.000—1,000.000 (« 1952) 
Other forces =}, 
I iiacsccit sc 3,570,000 
Indochina Vietminh) : 
DI anc nthstiainiin iam 350, 000 (1953)." 
De resis scsi No data. 
BES FOTGC so ccdtnbi dn Do. 
Security troops_- Rae ; Do. 
Other forces__.____-_ ‘ Do. 
Total__- ia hin 350, 000. 
Malaya (Communist area): 
7,000 (1953).™ 
: No data. 
AIP DOCOD cnn sii . Do. 
Security troops_- we . Do. 
Other forces... ; Do. 
ol ‘ 7, 000. 
North Korea: 
Nia L : 200, 000 (1953). 
‘ e : No data. 
Air Force__ ’ : : Do 
Security troepa............ ; Do. 
Other forces_- Do. 
acinus 4 : _ 200,000. 
Philippine Islands (Communist area) : 
MI isin taitinitsiciince Ad ? 5,000 (1953).* 
POUR Oi cicicnione No data 
Air lorce i Do. 
Security troops__-- ; Do 
Other forces_ ae Do. 
Total sce 5, 000. 
Total Far East__- ‘ 4, 134, 000. 
Total Communist bloc 11, 339, 500. 
= Tillman Durdin described the strength of tl Burmese ¢ 
sand,”’ a figure he termed “inexact.’ New York Times, Jan. 25 
e Christian Science Monitor reported that there were 18,000 g 
the Communist comprise 1 segment. C t Science Monitor 
Rigg, Robert B., Lt. Col. Red Chi ghting hordes Army 
1952, vol. 7: 52-64. In August 6 t 
regular” “People’s Liberation 
zed army tops Peiping plans Ye 


* Riggs estimated navy figure at about 60,000. ig Op. cit 
Corps of the People’s Navy” 


40 


, pp. 52-6 The “Marin« 
s estimated as being ‘“‘in excess of 50,000 ‘ fanrahan, 
Gene Z Report on Red China's new navy. U. 8S. Naval! Institute P eedings, August 
1953, p. 85 


% Ibid In April 1952, the Economist reported i en undenherg aced the 


Chinese Air Fort it about 1,700 airer See the E« mi r. 2 230 In 
February 195 Gen. O. P. Weyland, commanding ger ] . § P East Air 
Forces, said that the Chinese Reds had about 2,500 « it plane mos f them supplied 
by Russia. See Evening Star (Washington), Feb. 2, 1953, 3 

*%Tiberman. Op. cit., p. 2 

* The Communist “militia” strength has been estimated at 5,500,000 (« 9% Rigg 
Op. cit pp. 52-64 Liberman reported an estimated 12,800,000 { 1V52 men in the 
People’s Militia,”” which he said is “a home guard that assists in maintaining local orde 
and supervising the organizational controls of the police state.’ Aeber! Op. cit., p. 2 

* Durdin, Tillman New York Times, Jan. 25, 1953, p. 7 1 estimating » above figure 
f “combat forces,” the writer termed the figure “inexact.” 

*® Thursfield, H. G., Rear Adm., ed. Brassey's Annual: T ‘orces Year-Book, 1952 
New York, Macmillan, 1953, p. 15. 

” Baldwin, Hanson. New York Times, Mar. 29, 19! 

“ Durdin, Tillman New York Times, Jan. 25, 1953, p. 7 he riter termed this est 

ite of “combat forces” as ‘inexact.’ 





S02 STOCKPILING STRATEGIC 


CRITICAL MATERIALS 


II. The non-Communist world 


A. WESTERN HEMISPHERE 


Argentina: 
|. | 
Navy...-.- 
Air Force__ i ‘ 
Security troops____- 
Other forces 
Total 
Bolivia : 
Army 
Navy--.- 
Air Force - 
Security troops 
Other forces 
Total 
Brazil: 
Army 
Navy 
Air lorce 
Security troops 
Other forces 
Total 
4. Canada: 
Army 
Navy 
Air Force 
Security troops 
Other forces 
Total 
o. Chile: 
Army 
Nivy 
Air Force 
Security troops 


Other forces 

Total 
6. Columbia: 

Army 

Navy 

Air Fores 

Security troops 

Other forces 
Total i 


“@Statesman’s Year-Book, 1953. Op 


100,000 (1950) See Information Please, 1953. 
army to comprise 42,000 See Whitaker, 1953 


*% Jane’s Fighting Ships, 1952-53. Op 
strength at 16,000 See Statesman’s Year-Book, 


50, 000.” 
11, 484." 
No data.“ 
Do. 
450." 


8-10, 000 (ec. 1958). 
No data. 

Do. 

Do. 

Do. 
9,000. 


118, 000 (1948).” 
26, 300 (c. 1952).* 
5, 000 (e. 1953) .” 
No data. 

Do. 

149, 300. 


49,308 (Sept. 30, 1952) .™ 
13,505 (Mar. 31, 1952). 
3, 330 (¢c. 1953) .” 

No data. 

Do. 

101, 313. 


94,545 (ec. 1949).™ 
13, 000 (ec. 1952).™ 
3, 330 (c. 1953) .* 
No data. 

Do. 


10, S75. 


12,500 (ec. 1953).” 
2,260 (c. 1952)." 
No data.” 

Do. 
400." 
15,160. 


781 Another estimate was placed at 
Op cit., p. 457. Whitaker estimates the 


Op. cit., p. 847. 
113 Another source estimated the navy 
1953. Op. cit., p. 781 


**The air force has 150 planes It is organized in 3 aviation groups, each comprising 3 


reconnaissance groups, and 1 fighting 
1953. Op. cit., p. 457 


Ibid., p. 782. Also, Information Please, 


** This figure represents a corps of coast artillery. Statesman’s Year-Book, 1953. Op 


cit., p. 781 


* Statesman’s Year-Book, 1953 Op. cit 


“Information Please, 1953 Op. cit., 
# Jane's Fighting Ships, 1952-5 


© Statesman’s Year-Book, 1$ Op 


5 Jane’s Fighting Ships, 1952-53. Op. cit 
strength at 14,562 (Sept. 30, 1952 See 
® Aviation looms large in Canadian budget. 
vol. 58: 277. Another source estimated 
Statesman’s Year-Book, 1953. Op. cit., p. 360. 


8 Whitaker, 1953. Op. cit., p. 860. 


*Jane’s Fighting Ships, 1952-53. Op. cit., 


5S Whitaker, 1953. Op. cit., p. 860. 
& Whitaker, 1953. Ibid., p. 864. 


 Jane’s Fighting Ships, 1952-53 Op. cit., p. 


58 One source reports that Colombia 


types.”’ See Statesman’s Year-Book, 1953. 
“” This figure represents the strength 


1952-53. Op. cit., p. 153 


53 Op 
* Statesman’s Year-Book, 1 Op. cit., 


127. This figure includes 4,000 marines 


89. Another source estimated the navy 


Statesman’s Year-Book, 1958. Op. cit., p. 858 
Aviation Week (New York), Mar. 2, 1953 
Air Force at 36,762 (Oct. 1, 1952). See 


p. 138. 
The number of planes is estimated to be 111. 


“appreciable number of aircraft of various 
Op. cit., p. 876. 
of Colombia’s marines. Jane’s Fighting Ships, 
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Cuba 
Army 
Navy = 
Air Foree__-_ 
Security troops 
Other forces 
Total___ 
Dominican Republic: 
Army 
Navy--- 
Air Force 
Security ti 
Other forces 
Potal 
Ecuador: 
Army... 
Navy_- 
Air Force 
Security troops 
Other forces 
Total_ 
Guatemala: 
Army 
Navy. 
\ir Force 
Security troops 
Other forces 
Total_ 


Oops 


10 


Haiti: 
Army- 
Navy. 
Air Force 
Security 
Other forces__ 

Total_ 

Honduras: 
Army- 
Navy 
Air Force 
Security troops 
Other forces 

Total 


© Statesman’s Year-Bo 

* Jane's Fighting Ships 
at 5,082 men (c. 1953). 

® From this figure, 235 
former has 44 planes ; the latter, 

*® Statesman’s Year-Book, 195: 

* Jane's Fighting Ships, 1952-53 

rength at 2,000 men (c. 19 

® Tbid. 

% The Dominican Republic has an estimated 
lary,’ under the direct supervision from the capit 
* Information Please, 1953 Op. cit., p. 524. 
6 Jane’s Fighting Ships, 1952-53 Op. cit., p 
*® Ecuador has a “small” air force with a “‘fe 

cit., p. 871. 

~ Statesman’s Year-Book, 
™ Guatemala has a small air 
2? Statesman’s Year-Book, lf 
3 Thid. 

™ Haiti has 18 aircrafts. Ibid 

% Information Please, 1953. Op. cit., 
% Honduras has 4 small coast guard 
. 1096. 

™ The Government has 46 planes. Ibid 


troops 


12. 


19538 


1952-53. 


k, l 
Op. cit 


are in the Air I 
16 Ibid 

Op. ci 
OF 
Statesm: 


See 


1953 ». cit 
force bid 


Fig Be 


a 


p- 553. 
craits. 


AND 


aw" 


10 
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14,946 (e. 1953) 
5,064 (ce. 1952) 
110 (ec. 1953).” 
No data. 

Do. 
20,420. 


12,000 (ec. 19538).% 
3,000 (e. 19 
“Eventua 
No data 


~<y\ @ 
va) 
’ “6 


lly 2,400 (e. 1953) 


£00. 


Eis 


-9 


10,000 Oe 


(ec, 1 
2.400 (c. 1952) ." 
No data.” 

Do 


Do 


12,400. 


21,148 (1944).’ 
No data 

Do." 

Do. 

Do. 

21,148. 


3,440 (c. 1953) 
220 (ec. 1953) 
106 (e. 1953) 6 
No data. 

Do. 
5.766 


(1953) .” 


“Slightly u 


No data.” 
Do,” 
Do. 
Do. 
2 BOO. 


ider” 2,500 


156. Ano 


See Statesman's Year-Book, 19 


yrce and 175 


6.800 


al 


men (1947 


Ibid 


17: 
training ships 


1086. 


92. 


Statesman’s Year-Book, 1953. Op. cit., 
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“About” 55,000 (1951)." 
8,000 (ce, 1952)."° 
No data.” 
Lo, 
Do. 
63,000. 


3,220 (c. 1953). 
No data. 
l Do. 
ecurity troops ; Do. 
Other forces__.__-_- oa Do. 
Total a 3,220. 
Panama: 
Army Nonexistent.* 
Navy Do. 
Air Force wally _._. No data 
Security troops Do 
Other forces 3,360 


3, 370 


5. 850 (e. 1958) .™" 
1,900 (ce. 1952).° 
No data. 

Do. 

Do. 
7, 750. 


“ohout” 32.000 (1950).” 


\ No data. 
Air Force Do. 
Security troops Do. 
Other forces (*). 
Total 32, 000. 
El Salvador: 
Army 3,000 (c.1953).™ 
Navy No data 
Air Force Do. 
Security troo Do 
Other force Do. 
Total 8, 000 
United States: 
Army 
Navy 


* Information Please, 1953. Op. cit., 

* Jane’s Fichti Ships, 1952-538. Op. eit., p. 237. 

“The air force had 270 planes and 2 United States-trained squadrons. Information 
Please, 1953. Op. cit., p. 578 

*1 Statesman’s Year-Book, 1953. Op. cit., p. 1244. 

® Statesman’s Year-Book,. 1953 Op. cit., p. 1266 

Panama has a “national police force’ with an authorized strength of 3,370. 
Costa Rica has no army but has a small police force 

* Statesman'’s Year-Book, 1953. Op. cit., p. 1274 

® Jane’s Fighting Ships, 1952-53. Op. cit., p. 258 

* Information Please, 1953 Op. cit., p. 596 

s Peru has 10,000 (¢. 1953) police and civil guards id 

% Information please, 1953. Op. cit., p. 607 

* There is 1 aviation corps Statesman’s Year-Book, 1953 Op. cit., p. 941 

* Figure made public by Mr. John A. Hannah, Assistant Secretary of Defense. See 


New York Times, Nov. 26, 1953, p. 27. In hearings before the Senate Appropriations 
Subcommittee, Seeretary of Defense Charles Wilson estimated the strength of the Army 
at about 1.500.000 (Mar. 31, 1953) See U. S. Congress, Senate Subcommittee on Appro 
priations hearings on the Department of Defense Appropriations for 1954. 83d Cong., 
1st sess Washington, U. S. Government Printing Office, 1953, p. 3. 

* Hannah Op. cit.. p. 27. Secretary Wilson estimated the Navy strength as being 
“slightly over’ 800.000 (March 1953) See hearings, Defense Department Appropria 
tions, 1954 On. cit p. 3 Jane’s estimated TU. S. Navy streneth at 829.000 (June 30 
1952). See Jane's Fighting Ships, 1952-53. Op. cit., p. 356. Admiral Holloway 0 
the U. S. Navy estimated Navy strencth at 792.950 (June 30, 1953) See hearings, 
Defense Department Appropriations, 1954 Op. cit., p. 981 


, 000 (Sept. 30, 


1, 
785, 000 (Sept. 30, 1953) .” 
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Air Force 942, 000 (Sept. 30, 1953) .” 
Security troops No data. 
Other forces: 
(a) Marine Corps 261, 000 (Sept. 30, 1953 ) 
(b) Coast Guard 35.703 (Feb. 28, 1953) 
Total 3,548,708. 
20. Uruguay 

Army 26,000 (1950) 
Navy 1,470 (ce. 1952).* 
Air Force____- cae . No data.” 
Security troops : do. 
Other forces__ a 

CO lois 27,470. 

21. Venezuela 

Army 10,000) (e. 19538) 
Navy 2? 200 (ec. 1992)" 
Air Force No data.™ 
Security troops Do. 
Other forces Do. 

Total__ 12.200. 

Total Western Hemisphere 4, 155,929 


B. EUROPE 
1. Belgium: 
Army 150,000 (1951). 
OU i . 1,000 (ce. 1952).°% 
Air Force___- : sities: Dre 
Security troops Do. 
Other forces__ = . . - 4 Do. 
Total__ F _.. 151,000. 
2. Denmark: 
Army 12,000 (ce. 1953)" 
Navy-- at etd : : 6,000 (ce. 1952). 
A cin stitstne se _._._ No data.’ 
Security troops_— ; ‘ Do. 
CEO TORCC i ciiccistiiven ct bas Do. 
Pe acteis ciah ess ee ae _. 18,000. 

Hannah Op. cit >». 2 Secretary Wilson estimated the Air Force as “slightly 
yver”’ 970,000 (Mar. 31, 19 See hearings, Defense Department Appropriations, 1954. 
Op. cit., p. 3 Mr. Wilson imated that June 30, 1954, the Air Force ould have 
‘approximately’ 25,000 aircrafts Ibid., p. 7 Secretary of the Navy Robert Anderson 
estimated that the Navy had in operation 9,941 aircrafts Ibid., p. 69. The total number 
of planes in operation by the Marine Corps, according to Secretary Anderson, was placed 
at 747. Ibid., p. 84. 

*% Hannah. Op. cit . 27 Mr. Wilson estimated the Marine Corps at 245,000 (Mar 


31, 1953). See hear . Defense Department Appropriations, 1953. Op. cit., p 
“WU. 


S. Congress, House Subcommittee of the Committee on Appropriations hearings 
on the Treasury and Post Office Departments bill for 1954 1 Congress. 1st session 
Washington, U. S. Government Printing Office, 1953, p. 398 : 1e testimony of Vice 
Adm. Merlin O'Neill, Commandant of the Coast Guard 

*% Information Please, 1953. Op. cit., p. 624. 

% Jane’s Fighting Ships, 1952—53 Op. cit., p. 444. 

7 Uruguay has an Air Force numbering about 200 { ’ stat n Year-Book, 
1953. Op. cit., p. 1479 

*® Uruguay maintains a police force numbering about 5 mer See Information 
Please, 1953 Op. cit p. 625 

* Statesman’s Year-Book, 1953 it., p. 1492 

10 Jane’s Fighting Ships, 1952-53 p. cit., p. 446 Above figure includes 2 batallions 
of marines. 

101 Venezuela has, apparently, a “small” air force See Information Please. 1953 Op 
cit., p. 627 

102 This figure is described as the “authorized strength” of the army Information 
Please, 1953. Op. cit., p. 462 In April 1953 the Washington Star reported the total 
armed forces of Belgium as b 148,000. See Evening Star (Washington), Apr. 28, 1953 

108 Jane’s Fighting Ships, 1952-538 Op. cit.. p. 124 

1% One source estimated the air force at 350 combat planes. See Information Please, 
1953. Op. cit., p. 462. Another source indicated that the 1951 program for the air 
force comprised the creation of 7 day-fighter squadrons and 1 night-fichter s¢ dron 
Ry December 1951 the Air Fore is scheduled to have 475 aircraft 
set as its goal 475 aircraft See Belgium faces the rearmament pr 
June 30, 1951 

1% Information Please, 1953 Op. cit.. p. 523 Another source placed the estimated 
“armed forces” at 26.000 See U. S. Congress, House Committee on Foreign Affairs. 
Mutual Security Aet of 1952. H. Rept. 1922, May 12, 1952, p. 38 

16 Jane’s Fighting Ships, 1952-53. Op. cit., p. 160 

11 The Danish Air Force is in the process of reorganization. When that is completed 
the air force will have & fighter squadrons as well as other planes. Statesman’s Year- 
Book, 1953. Op. cit., p. 908. 
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4. France 
Army 
Navy 
Air Force 
security troops 
Other forces 
Total 
5 Greece: 
ATILY 
Navy 
\ir I orce 
Security troops 
Other forces 
Total 
6. Ireland: 
Army 
Navy 
Air Force 
security troops 
Other forces 
Total 


Italy: 
Army 
Navy 
Air Force 
Security troop 
Other forces 
Total 


108 Haadem, Svein, Maj evaluat 
November 1952, vol. 32: 35 Finnish 
1947 Although tl il l ited 
than 110,000 men from 14 November 


restricted by law to 


strength at 4,50 a n Op. cit., p 
Brassey's it D rhe 
men and 60 aircrat aadem described 


250, OOO 1952) 


ine’s Fighting ips, 952-53 


CRITICAL MATERIALS 


108 


34, 000 (e. 1952 
2?) 


1, 500 (e. 1955 
3, OOO 
No data. 
Do. 


tH? 


664. 449 (1952) 
68, O50 (1952) 
111, 000 (1952)." 

No data 


‘ 
( ) 


843, 499. 


148, 00 (1952). 
14, 300 (e. 1952). 
11,000 (1952) .™ 
No data 

Do. 


168, 300. 


12, 500 (e. 195 
AGO (¢ LO52) 
No data 
Do. 
Do 
3, O60 


120 


15, 000 (e. 1952) 
10,000 (1952) 


No data. 


' 
L)O 


315, 000. 


Finland's armed forces Military Re 
strength is fixed by the Paris 7 


Finns h . icceeded in training 


Compulsory military service is, hoy 
p. 179 Haadem estimated the 


peace treaty limited the air force to 


lanes as obsolete Haadem Op 


The French defense effort Ambassade de France. Service d’ Information et 


esse (New York October 195 


Ibid Jane’s estimated the naval 


, 1952-53 Op. cit., p. 183 
Ambassade de France Op. cit., 


onnaissance squadrons bomber 


n squadrons rhe Washington 


Evening Star (Washington Apr. 27, 1953. 
hes, See Ambassade de France oO { 
‘France does maintain a gendarmerie 


of 61.996 men. Ibid., : 
New York Times ¢ 13 
6 Jane’s Fighting Ships, 195 
New York Times, Dec. 1 
8 Information Please, 1953 
’ Jane’s Fighting Ships, 1952 


’ Baldwin, Hanson W lian arn 


Jane’s Fighting Ships 


‘avy to have 38,000 (1! ‘ faldwin 


22 [bid Baldwin repo 


» goal, Baldwin said, was 
80,000 officers and men.” Acc 


rpower in 1953 was 1,000 first 


n Week, Mar, 2, 195 


60,712 (ec. 1952). See Jane’s Fightir 


France has an air force of 27 fighter squadrons, 
squadrons, 
reported that France has 800 tactical plane 

The air force has for its objective 1,400 


10 transport squadrons, plus a dozen 


» comparable to American State troopers) 


211 


New York Times, Dec. 8, 1952 
Baldwin estimated the Italiar 


al s operating ‘‘more than 15 squadrons of planes” 

re than 200 verational jet aircraft * * * in addition to some Italian built 
rhe air force, he continued operating a sizable number of old plane 

} 800 to 1,200 aircraft, most of them jets, and 

» Italian Ministry Defense, the goal for 


aft See Italy 4 rr To Help NATO in 
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Luxembourg: 

Army 

Navy 

Air Force 

Security troops 

Other forces 

Total 

Netherlands: 

Army 

Navy 

Air Force 

Security troops 

Other forces 

Total 

Norway: 

Army 

Navy 

Air Fores 

Security 

Other forces 


otal 
AOLal 


Portugal: 
Army 
Navy 
Air Force 
Security 
Other for 
Total 
Spain: 
Army 
Navy 
Air Force 
Security troops 
Other forces 
Total 
Swede! 
Army 
Navy 
Air Force 
Security troops 
Other 


AND CRITICAL MATERIALS SO7 


> OOO (1952 
No data 
Do. 
Do 
ay 
3, 000 
78,000 (December 1952) .™ 
22, OOO (c. 1952) 
17, 000." 
No data. 
Do. 
117, 000. 


?4. OOO 

t, OOO 

5. 000 

No data. 
Do. 


33. 000. 


64,000 (1951). 
7, 264 (1951) .™ 
No data. 

Do, 

Do. 


71, 264 


, O00 
~ 000 
, OO 
O00 


0002 


* 60.000 
3.500 


placed the Dutch “armed 
ttee n Foreign Affairs. 
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14. Switzerland: 
Army 500 (¢c. 1951) .™ 
Navy No data. 
Air Force Do. 
Security troops Do. 
Other forces Do. 
Total 500. 
15. United Kingdom: 
Army 154,400 (Apr. 1, 1953) 2” 
Navy 153.500 (1952 a). 
Air Force 278,900 (Apr. 1, 1953).1" 
Security troops No data. 
Other forces C's. 
Total SSG, S00. 
16. West Germany: 
Army Prohibited. 
Navy Do. 
Air Force Do 
Security troops Do. 
Other forces SO, 500 
Total SO, 500. 
17. Yugoslavia :" 
Army 300, 000 (1952) 2" 
Navy 6, 300 (c. 1952) .2* 
Air Force 10, 000 (e. 1953) 2” 
Security troops No data. 
Other forces Do. 
Total ‘ ; 316, 300. 


OC iis iciinienacinveceeniccmnbesaiiailie. Oy OEMs ae 


” Switzerland does not have a professional army. Military service is compulsory, how 


ever Recruits train for 17 weeks beginning at the age of 19, and thereafter are subject 
to annual recall for 3 weeks’ service until they reach the age of 36. This service is uni 
versal throughout the country See Report on the Army of Switzerland Military Review 
(Fort Leavenworth, Kans.), July 1951, vol. 31, pp. 89-9 

* Brassey's Annual, 1953. Op. cit., p. 13 

42 Jane's Fighting Ships, 1952-538 Op. cit., p. 1 Brassey's estimated the Navy strengt! 
at 146,500 (Apr. 1, 1953). See Brassey’s Annual, 1953. Op. cit., p. 13 

8 [hid 

™ For the coming year 1954 the estimtaed strengths for the active forces are: Army 
454,500; navy, 136,500; and air force, 275,400, making a grand total estimate of all three 
services of 866,400 

146 This figure represents the West German Police Force, which, according to Hanson 
Baldwin, “will be upplemented by armed forces of about 458,000 men next year if the 
European Army is organized.” See Baldwin, Hanson. Bonn Plans for Army. New York 
Times, Oct. 22, 1952, p. 18. The West German Coast Guard, a nonmilitary unit, is con 
posed of 500 men Statesman’s Year-Book, 1953. Op. cit., p. 1052 

The New York Herald Tribune reported in October 1951 that there was organized in 
West Germany a labor corps of 100,000 trained men who “wear uniforms and carry arms 
in an organization commanded by former German generals.”’ Allied military men were 
reported as admitting that “if West Germany agrees to provide troops * * * for a Europe 
defense army, it is possible these trained young men could be a strong nucleus.” See West 
German Labor Corps Is Potential Army. The New York Herald Tribune, Oct. 21, 1951, 
p. 24 

4 Although Yugoslavia is a Communist-controlled country, it is included under the ‘Non 
Communist” heading because of its present hostile attitude toward Soviet Russia and the 
Communist bloe 

“7 Manchester Guardian, Dec. 18, 1952, p. 7. This estimate is supported by Jack Ray 
mond. See Tito Abolishes Rank of Army Commissar. New York Times, June 2, 1953, p. 1 
Hanson Baldwin calculates Yugoslav Army strength at a figure between 250,000 and 
350,000 See Baldwin, Hanson The Yugoslav Enigma. New York Times, Dec. 1, 1952, 
p sS 

Jane's Fighting Ships, 1952-53 Op. cit., p. 449 Hanson Baldwin estimated the 
strength of the navy between 20,000 to 30,000 men. See Baldwin. New York Times, Dec. 
1, 1952. Op. cit., p. 8. 

4 According to the Military Review, Yugoslavia has a “paper combat strength” of about 
500 airplanes In general, it adds, the Yugoslav Air Force “is totally lacking in airplanes 
of a quality capable of staving off the first air blows of any attack. It is primarily tactical 
in function, and * * * is subservient to the requirements of the Army.”’ Tito Builds Air 
power With Aid From the West. Military Review, May 1953, vol. 33: 78-79. 

Another source reported that the air force in 1950 consisted of about 600 planes, mainly 
obsolete. See Information Please, 1953. Op. cit., p. 629. Also, Statesman’s Year-Book 
1953. Op. cit., p. 1502 
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Syptl. 
Army 160. 000 


: 2 OOO 
i No ‘ 
Security ) ‘ os Do 


Other tf Do. 

Potal 162.000 
2. Ethiopia: 

Army -_- 20.000 

Navy >t No dats 

Air Force atin : a 4() 

security troops . No data 

Other forces___ ; p Do 


Potal . . 20,040. 
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Jordan: 
Arm) 
Navy 
Air Force 
security 
Other 
Total 
Lebanon : 
Army 
Navy-- 
Air Fores 
Security 
Other forces 
Total 
Liberia : 
Army 
Navy 
Air Force 
Security 
Other forces 
Total 
Madagascar and dependencies: 
Army 
Navy 
Air Force 
Sec 


{ roops 


forces 


troops 


troops 


9 


irity troops 
Other forces 
Total 
Arabia: 
Army 
Navy 
Air Force 
Security troop 
Other 
Total 
South Africa: 
Army 
Navy 
Air Force 4 
se rity troops 
Other forces 
Total 
Syria: 
Army 
Navy 
Air Force 


S ¢ 


Saudi 


forces 


curity 
Other forces 
Total 


Yearb« 
1d a force of 8,000 (e 
in’s Yearbook, 1953 Op. cit., p. 119 
has a gendarmerie estimated at 2,: 
Yearbook, 1953 Op. cit., p. 11 
rhis ficure constitutes an 
Statesman’s Year-Book, 1953 Op 
~ The pol ind gendarmerie cor t 
Che Middle East Op. cit 90 
‘Information Ple 1953 Op. cit., p. 482. 
172 Jane's Fighting Ships, 1952-53. Op. cit., p. 
Information Pl 1953. Op. cit., p. 482. 

1™ Statesman’s Year-Kook, 1953 Op. cit., p. 1 
* Syria has a gend rie of 4,000, civil poli 


l Fores about 1, 


troops 


4< 
} 


Op cit 
1950). 


K, 


p 


Statesman’s 
168 cit., Dp 
ie of 6,400. 
se 


rmeé 


tr ot oOo Ibi 


“enlisted frontier force.” 
1006. 


CRITICAL MATERIALS 


14, OOO (1949) 
No data. 

Do 

Do. 

Do 
14, 000 
5, 800 (ec. 195: 
No data. 

Do. 

Do. 

Do. 


», 800 


66 


1, OOO (ce. 195: 
No data 

Do. 

Do. 

1, 260 (c. 19538). 


5, 260. 


* 


9,000 (e. 1953). 
No data. 

Do. 

Do. 

=) 
9. 000. 


13. 000 (1947)0 
No data. 

Do. 

Do 

Do. 
138, 000, 


!, 640 (postwar) .™ 
1 ¢. 1952). 172 
si (postwar). 
data. 

Do. 
9, 500. 


No 


35, 000 (ce. 
No data. 
Do. 


Do 


1958). ™ 


qm) 

35, OOO. 

estimated tl 
Op. cit., p. 425 


1183 Another source 
See The Middle East. 
1 
S00 
96. 


ind a police force of 200 men. Ibid 


Ibid. 
Ibid 


109 


889 


‘e numbering 1,800, and the Beduoin C 
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13. Turkey : 
Army 
Navy- ‘a 
Air Yoree........< 
Security troops__- 
Other forces 
Total__- 
14. Yemen: 
. 
i, 
Air Force 
Security troops 
Other forces_______ 
Total se 


Total Africa and the Near East 


D. THE 


1. Afghanistan: 
Army 
Navy 
Air Force 
Security troops 
Other forces 
Total 
2. Ceylon: 
Army 
Navy. 
Air Force 
Security troops 
Other forces 
Total 
3. India: 
Army 
Navy 
Air Fores 
Security troops 
Other forces 
Total 
4. Nepal: 
FE ein chiens 
BES cskinctecinnns 
Air Force_ 
Security troops 
Other forces 
Total 


"@ News from Turkey, Jan. 1, 1953 


about 300,000 men. See The Turkish Army 


“7 Jane's Fighting Ships, 1952-53. Op 
“8 New York Times, Dec. 16, 1952. 


1,000 planes. See Information Please, 195: 
placed at 8,500 men and 1,000 aireraft in 


Book, 1953. Op. cit., p. 1410. 
*The Middle East. Op. cit., p. 101. 
fifteen to twenty thousand men. 


“ This figure includes 15,000 gendarmerie 


p. 762. 


41 'The air force is part of the army. Ibid 
This figure constitutes the royal bodyg 


182 


% Whitaker, 1953. Op. cit., p. 770 


4 Jane's Fighting Ships, 1952-53. Op 
#5 The air force is in the process of dev 
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4100, 000 (1952). 


19, 250 (e. 1952) 
23, 000.2" 
No data. 

Do. 


442, 250 


117 


About’ 18.000 (e. 1950) 
No data 
Do. 
Do. 
Do. 
18, 000. 
1,040, 090. 


KAN 


75.000 (ce. 1958) 

No data 

qm 

No data 

-O0O 

i 20 

1,655 (May 15, 1953). 
$93 (ec. 1952).” 
No data 

Dw 

Do 

2,148 

800,000 (ec. 1951). 
11,000 (e. 1942).% 
No data 

Deo 

Do 
811.000," 


20, 000 (Ce. 1953)" 
No data. 

Do, 

Do. 

Do. 
20, 000. 


source estimated the Turkish Army at 


Military Review, October 1952, v. 32: 88. 
347 
the Turkish Air Force was said to have 


cit., p. 618. The air force strength was 
another source. See Statesman’s Year 


Yemen has also a trained militia estimated to have 


Statesman’s Year-Book, 1953 Op. cit., 


bid 


112 
lopment under British guidance Pilots and 


ground crews required to complement the first 2 squadrons are under training. Whitaker, 


1953. Op. cit., p. 770. 


p. 4B. 
87 Jane’s Fighting Ships, 1952-53. Op 


*S Another source indicated the total 
Information Please, 1953. Op. cit., p. 663 
“ Statesman’s Year-Book, 1953 Op. ci 


39888—54—pt. 2 53 


™ Daniel, Clifton. Middle East Defenses Are Weak. The New York Times, Feb. 4, 1951, 


102 
forces of India was 450,000 (1948). See 


1221 
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5. Pakistan: 
Army-- 4100, 000 (c. 1951).’” 
Nav) . ndiiave ieee . 4,900 (ce. 1952) .” 
Air Force. ___- ss : No data. 
Do. 
Other forces Do. 


otal 104, 900. 
Total Middle East _- ; 1, 313, 248 


B. THD FAR EAST 


Burma 
Army-..-_-- ; 35, 000 (c. 1952).™ 
Navy y ‘ Note data. 
Air Force hacia . Do, 
Security troops sdectiags cinta Do. 
Other forces Do. 
35,000 
China (Nationalist) : 
Arm) 165,000 (c. 1951)...” 
Navy - ~. 45.000 (¢ 1951). 
Air Force 70,000 (¢e. 1951) 2” 
Security troops No data. 
Other forces a 20,000 (¢. 1951)” 
a aa 600,000, 


Indochina : 
BEET a ctonnginm : Se 259,000 (1953). 


Navy : No data. 
Air Force = ‘ Do 
Security troops Do. 
Other forces Do. 
ee P59 ,000 


4, Indonesia: 
Army ; 600, OOO (1950) .* 


Navi No data.™ 
Air Force Do. 
Peerity G2600K.....nccocanncoukiomes Do. 
Cer CORON... cntiiainnnmmiiniine ai Do. 
Total -... 600, 000. 


# Daniel, Clifton. New York Times, Feb. 4, 1951 Op. cit., p. 4E. Another source 
piaced the figure at 250,000 (1949) See Information Please, 1953 Op. cit., p. 499 The 
Christian Science Monitor reported that the ‘“‘total strength of the Pakistan defense forces 
exceeds 350,000 (1953 See the Christian Science Monitor, May 7, 1953, p. 9. 

‘ Jane’s Fighting Ships, 1952-53. Op. cit., p. 106. Another source placed the figure at 
6,000 (c¢. 1958) See Statesman’s Year-Book, 1953 Op. cit., p. 204. 

? Pakistani squadrons (2 fighter and 1 transport) are equipped with Hawker Fury 
fighter bombers, attacker jet fighters, Bristol freighter transports, and Dakota transports 
tn addition to aircraft used in flying training schools. Ibid., p. 204. Also, Informatior 
Please, 1953. Op. cit., p. 499. 

#3 This figure represents the total estimates of armed forces. Christian Science Monitor 
Mar. 28, 1952, p. 9 

1 Burmese Navy includes 1 frigate, 2 minesweepers, and other smaller craft. States 
man's Year-Book, 1953. Op. cit., p. 844. 

#5 Blegant, Robert S. tow good is Chiang’s Army? ‘The Reporter, Dec. 25, 1951 
“ground forces.” 


m~ 


v. 5: 18. This figure represents, according to the author, 

%Tbid. This figure includes the marines. 

7 Ibid. In 1952, the “effective operational force,” including transport, was unofficially 
estimated at “fewer than 800 planes.” See the New York Times, Nov. 1, 1952, p. 3 

* This figure represents, according to Elegant, the “combined service forces.’”” Elegant 
Op. cit., p. 18 He estimates the total armed strength of the Nationalist at 600,000 
Another source estimated the strength at 550,000—-600.000 (1951). See the New York 
Times, Jan. 3, 1952, p. 75. Elegant states, however, that “informed estimates place th« 
number of combat effectives at 120,000 to 150,000." Elegant. Op. cit., p. 18. 

1”? Ambassade de France, Service de Presse et D’information (New York), April 1953. 

2 Statesman’s Year-Book, 1953. Op. cit., p. 1119. 

* The Navy had in 1953 a destroyer, 4 corvettes, 32 patrol vessels, 25 patrol launches 
11 landing craft, 4 auxiliaries, and 3 tenders. Ibid. 
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5. Japan: 


Navy--_- : 
Air Force__. 
Security troops 
Other forces 


i iiniatecndesanbiee 
Malaya: 
PN iti cdhattnninidesicaiteite 


oo ees 
Security troops 
Other forces 


Philippine: 

Army 

Navy 

Air Force... 

Security troops_- 

Other forces___ 
Total 

South Korea: 

ON itn 

Navy 

Air Force 

Security troops 

Other forces____ 
OO itn 

9. Thailand: 

Army. 

Navy-.-_-- 

Air Force 

Security troops 

Other forces__- 
OCR ie ate 


Total Far East__ win 2 
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hibited.™ 


(c. 1953) .™ 


No data.” 
Do. 
Do 208 
Do. 
150,000." 
150,000. 


50,000 (1953) ™ 
3,400 (1953). 
8.600 (1953). 
No data. 

Do. 
57,000. 


450,000 (Jan. 1953) .™ 
More than 20,000 (¢. 1953) .™ 
No data. 
Do. 
Do. 
470,000. 


“About” 30,000 (1951).™ 
10,000 (c. 1952) 2 
No data.™ 
Do. 
40,000 (1951) .™* 
80,000. 
2,374,000. 


2 Maintenance of an army, navy, and air corps is prohibited by the constitution. 
*8 Under American guidance Japan is building an air force. At present there are only 


20 or 30 light aircraft, the type used by the U 


Fighters 


or bombers are not used, nor are real training planes. The aviation school at Hamamatsu, 


Japan, has a total strength of S00 men, 


including several hundred troops assigned as 


guards. By mid-1954, the school hopes to turn out more than 350 pilots. See Japan Gets 


“Air Foree.” U. S. News and World 


P. How Much Airpower for Japan? 


7:17 
figure represents the National 
» Maritime Safety Force has 


r-Book, 1953 Op. cit., p. 
safety force should be 


lso been estimated at 10,251 (c. 1953 


Secretary of State 


Report, Mar. 6, 1953, vol. 34: 88. See also 


Aviation Week (New York), Dec. 29, 


Safety Force (110,000) and the Maritime Safety 
000). On Aug. 1, 1952, » National 


ant 


Safety Force was estimated at 111,752 
See States- 
Dulles recently stated that 


The New York Times, July 14, 1953, 


™ The nucleus of a Malayan National Army, the first unit of the Federation Regiment, 
s raised in 1952. This regiment has 5 battalions Statesman’s Year-Book, 1953. Op 


cit., p. 241 


2 The Royal Air Force Regiment of Malaya is composed of Malays only. Ibid. 


27 Brassey's notes that in addition to some 


infantry batallions (British, Burkha, 


Malay, East African, and Fijian) there are in Malaya some 150,000 regular and auxiliary 
armed police and home guards which are approaching 250,000. Brassey's, 1953. Op. cit., 


15. 


™§ Military attach4, Philippine Embassy, Dec. 1, 


1953 


Ibid. The source indicated that the navy is in the process of increasing its strength 


m0 Thid. 


7 Statesman’s Year-Book, 1953. Op. cit., p. 1187 
™2 Vinocour, S. M. Korean Navy Fights for Freedom U. 8S. Navy Civil Engineer Corps, 


March 1953, vol. 7: 14. 


73 Information Please, 1953. Op. cit., p. 616 
214 Jane’s Fighting Ships, 1952-53. Op. cit., p 


341 


“25 The Air Force consisted of 5 wings. Statesman’s Year-Book, 1953. Op. cit., p. 1394 


26¢This figure represents “a militarized police force.” 


cit., p. 616 


Information Please, 1953. Op. 
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FE. THE PACIFIC AREA 


1. Australia: 

Army _ 27,886 (June 30, 1952) 
Nav) 13,490 (1952) .7* 
Air Force__- 15,446 (July 1, 1952). 
Security troops No data. 
Other forces Do. 

Total 56,822. 
Zealand : 
Army - ; ; = 3,266 (Mar. 31, 1951).™ 
IT ss citscsacccantin dees : 2,573 (February 1952) .™ 
Air Force ; ; 8,134 (Mar. 31, 1951).™ 
Security troops = No data. 
Other forces e Do. 

Total . = 

Total Pacifie area 

Total non-Communist world__- 


IIT. The NATO nations 


(a) Belgium 151,000 | (h) Netherlands ; 117, 000 
(0) Canada 101,313 | (4) Norway_-_-- ‘ 33, 000 
(c) Denmark 18, 000 | (j) Portugal ; 71, 264 
(d@) Franee_. $43, 499 | (kK) Turkey 442, 250 


(e) Greece 168, 800 | (1) United Kingdom. ied SS6, SOO 
(f) Italy ; ; 315, 000 United States- -- 3, 548, 703 
(g) Luxembourg 8, 000 - siete 

Total NATO__—- _. 6, 699, 129 


IV. Recapiiulation 


A. Communist bloe 11, 399, 500 
B. Non-Communist world i 12, 563, 285 
C. NATO nations —- ed 6, 699, 129 
‘Statesman’s Year-Book, 1953. Op. cit., p. 446. Another source estimated the Aus 

tralian Army at 63,000 (c. 1953), and went on to say that “Australia soon should have 
armed forces of some 125,000 men enlisted for overseas service * * *.” See Christian 
Science Monitor, Apr. 13, 1953, p. 6. Mr. Philip McBride, Defense Minister of Australia 
estimated the ‘armed services’? at 59,000 men and added that Australia had a planned 
force of 67,000. See New York Times, Sept. 5, 1952, p. 9. 

“78 Jane's Fighting Ships, 1952-53. Op. cit., p. 78. Source indicated that by 1953 a total 
of 17,000 is to be attained 

219 Statesman’s Year-Book, 1953. Op. cit., p. 448. 

*® Steinberg, S. H., ed. The Statesman’s Year-Book, 1952. New York, Macmillan, 1952 
p. 512 
1 Jane’s Fighting Ships, 1952-538. Op. cit., p. 99 
* Statesman’s Year-Book, 1952. Op. cit., p. 513. 


Source; Joseph Whelan, Foreign Affairs Division, Dec. 16, 


APPENDIX I 
[Press release by James C. Hagerty, press secretary to the President] 


THe Wuite House, March 26, 1954. 

The President today authorized the Office of Defense Mobilization to establish 
immediately new long-term mineral stockpile objectives. 

The action was based on a preliminary study submitted last Friday by the 
President’s Minerals Policy Committee, which was unanimously endorsed by 
the Cabinet. The complete report of the President's Committee will be sub- 
mitted to the Cabinet at an early date with recommendations for a long-range 
program designed to strengthen the domestic mineral industry. 

A careful review of stockpile objectives in the light of the new concept wil 
be made by the Office of Defense Mobilization before specific purchase directives 
are given to the General Services Administration. It is estimated that the new 
program will result in additional Government acquisitions of from 35 to 40 
inetals and minerals to be purchased, wherever possible, from domestic pro 
ducers, and to be spread out over a considerable period of time. In acquiring 
the additional amounts to be purchased under the new program, preference 
will be given to newly mined metals and minerals of domestic origin. 
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The following considerations will enter into the development of the new 
long-term stockpile objectives: 


1. It will be assumed, for the purpose of calculating mg-term stockpile 


objectives, that, in the event of war, supplies will not be available from foreign 
sources except in the case of that limited group of countries to which wartime 
access can be had with the same degree of reliance as afforded by sources within 
our country. 

It is recognized that, at such a time, some of these foreign sources of supply 
will be available to the United States. It is impossible, however, to predict 
with accuracy just what areas will be accessible for obtaining large quantities 
of strategic and critical materials. Under the circumstances, therefore, the 
Government has decided to follow a policy which, when consummated, will mean 
that the risk of strategic and critical metals and minerals becoming a “bottle- 
neck” will be virtually eliminated. 

2. It will be assumed that in the event of an emergency some supplies from 
domestic sources may not be available, in view of the fact that the Soviets now 
have the capability of attack on the United States. 

3. Wherever possible strategic and critical metals and minerals in the stock- 
pile will be upgraded and refined to the point at which they will be more 
readily usable in the event of an emergency. 

Policies now in effect covering speedy acquisition of metals and minerals to 
meet the present minimum stockpile objectives will be continued. 

Acquisition of metals and minerals to meet the difference between the present 
minimum and new long-term objectives will take place ordinarily at such times 
as the Government decides that purchases will help to reactivate productive 
capacity and in other ways to alleviate distressed conditions in connection with 
domestic mineral industries that are an important element of the Nation’s 
mobilization base. 

This means that the Government will be acquiring metals and minerals for 
the stockpile over and above its minimum needs at times when it will be advan- 
tageous to do so rather than waiting until emergency conditions force it to pay 
premium prices. Such a policy will make it possible to make steady progress 
toward the goal of eliminating the possibility of metals and minerals becoming a 
bottleneck in the event of general mobilization. 

In addition, in building from the minimum to the new long-term stockpile 
objectives, the Government will continue to utilize fully the following methods: 

1. Obtaining whenever such action will be consistent with the Nation’s overall 
trade policy, strategic and critical metals and minerals in exchange for surplus 
agricultural commodities ; 

2. Transferring to the stockpile surplus metals and minerals obtained under 
the Defense Production Act or the Federal Property Act. 

All materials acquired under the new program will be held under the safe- 
guards provided bv the present Stockpile Act. 
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